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lowa General Assembly: Government Oversight Committee
Metromedia International Group, Inc. Timeline & Presentation
“Thank you” to the signatories, Committee co-chairs and members

Metromedia International Group, Inc. was originally controlled by
multi-billionaire John W. Kluge and his partner, Stuart Subotnick. In
September 1999, Metromedia acquired PLD Telekom, which held
valuable communications assets primarily in Moscow and St.
Petersburg, Russia. PLD Telekom was controlled by Rupert Murdoch’s
News Corporation.

The opportunity that made Metromedia so attractive was that Kluge
and Subotnick had gone into many of the formerly Communist
countries of Eastern Europe, taking the leading politicians in as
partners in their cable TV and telephony businesses to keep competitors
out. Secondly, not only did Metromedia hold around 50 investments in
these companies, but the economies in these countries were growing
very rapidly with the prospect of large rewards for investors.

Metromedia claimed that they were focused on building cable TV and
telephony franchises in the emerging markets of Eastern Europe and
Russia, although they also had telephony assets in China until they were
bought out by the Chinese government in 2000 for almost $95 million,
In addition, they had the Snapper lawn equipment manufacturing
company, which they claimed was a “noncore” asset from 1999 until it
was finally sold for a loss in November of 2002.

The reason for investing in Metromedia was to take advantage of the
growth potential in the emerging markets based on their need for
communications and their desire for entertainment and news through
cable TV and the Internet. With so many communications and media
assets spread all over the emerging markets, Metromedia, based on the
assurances and experience of John Kluge and Stuart Subotnick,
appeared to be a compelling opportunity.
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TIMELINE: -

1996- Kluge, Subotnick and CEQ John Phillips are interviewed for
articles in Forbes and Business Week telling investors that they have
done all this before and that the Company should be worth $2 billion by
1998-1999. At this point, Metromedia 88,000 subscribers in all, with
over half in cable TV,

1997- Metromedia sells 3.6 million shares of 7.25% cumulative
convertible preferred stock raising $180 million to help finance the
construction of the cable TV and telephony systems.

1999- In June, Metromedia announces “Company’s Cable Systems Will
Now Pass More Than 10 Million Homes” (about the size of New York
City and Washington, DC combined), and News Corp. becomes second
largest shareholder with 9.8% of stock. John Kluge, then the
Chairman, stated in May 18" press release: “This is an important day
for “MIG” in executing our strategy of building a global
communications company. The combination of their telephony assets
with our cable and telephony services will enable us to provide the
communications links to deliver voice, data and video services in these
emerging markets.” So Kluge was still making remarks that
encouraged investors.

2000- March 20™ Forbes Magazine article, “Zamboni Time” points out
that Kluge and Subetnick’s shareholders felt cheated over their
investments in another company, also called Metromedia, back in 1984.
According to the article, the shares have already fallen from $23 on the
common to a then-current price of $6 apiece.

Metromedia 10-Q shows $50 million profit on BaltCom sale.
Metromedia gets $94.7 million for sale of Chinese phone systems.
Subsidiaries show growth in revenues, cash flows,

Comstar acquired for $60 million: valuable Moscow fiber optic system.

Financials for 2000; 2001 and 2002 show missing $65.4 million.
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On November 14, 2000, Kluge’s partner, Stuart Subotnick, also
Metromedia’s President, CEO, and a board member, responded to
sharp criticisms from Lens Investment Management about management
not looking out for their shareholders; their failure to sell Snapper
which could have helped get analysts to follow Metromedia, and the
makeup of the board which had one “insider” running it, and four more
directors from Kluge and Subotnick’s private company, making up five
of the nine seats,

2001- Forbes article “Repeat Performance”

William Manning, Metromedia’s new CFO, resigns after four days on
the job in November of 2001.

Metromedia’s December 31, 2001 SEC Form 16-K includes “going
concern” language for first time in KPMG LLP’s cover letter to the
board

2002- KPMG LLP’s Form 10-K cover letter again includes “going
concern” warning and Metromedia claims to have a “liquidity crisis”

Accountings show large amounts of interest for undisclosed loans: are
the loans real and why weren’t they disclosed?

Revenues are only $104 million for 2002 making shareholders ask why
no one noticed all these missing funds?

Forensic accountant, Telford Lodden, raises questions about $76.1
million in missing funds from “Distributions from business ventures” in
December 31, 2002 Form 10-K filing.

The total of the missing assets and questionable accountings amounts to
approximately $330-606 million for 2002, alone.

2003- Comstar, purchased for $60 million in 2000, is sold along with
cable TV and radio stations for approximately $60 million in spite of
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rapidly growing economy in Moscow, Russia. Dow Jones article in 2004
shows Comstar cashing in on the boom in telephony industry.

Metromedia reports Foreign Corrupt Practices Act violation.

2004- KPMG LLP resigns Metromedia’s audit saying they can’t tell if
“material misstatements” appear in the Company’s financial filings.

2005- Metromedia announces all financials for 2002 & 2003 cannot be
relied upon and that the annual and quarterly reports all have to be
restated.

Metromedia tries to accept $300 million for the whole Company;
PeterStar telephony system in St. Petersburg, Russia is sold $215 million
under threats from investors. Shareholders are denied a vote on the
sale; management gets large bonus.

2006~ The SEC’s Steven G. Johnston writes to McLaughlin after
reporting to him for a year, as instructed, and he says the SEC takes
McLaughlin’s complaint about Metromedia “very seriously.” Nothing
happens.

ILsopus Creek Capital and Black Horse Capital go to Delaware Court to
stop sale of remaining assets for a price they say is too low, Court hands
them a victory because, once again, shareholders are to be denied a vote
contra to Delaware Corporation law. Victory is short-lived.

Both the Wall Street Journal and Forbes Magazine write articles about
companies buying Metromedia’s assets which may have ties to money
laundering organizations

2007- SEC notifies Metromedia of violations of Securities Exchange Act
of 1934 and gives them 15 days to file back financials for over two years
or face revocation of corporate certification; deregistration of common
and preferred shares; fining and sanctioning of officers and directors.
Again, nothing happens and Metromedia is sold to a known fugitive
from Russian justice named Arkady “Badri” Patarkatsishvili.



Requests for Actions to Be Taken by the Government Oversight Committee by M. Kevin
MecLaughlin and the lowa sharcholders of Metromedia International Group, Inc.:

1. A public letter to the SEC calling for them to take up the Metromedia inquiry, if they
have dropped it again, and to publish their findings so that investors and legislators will
know that they have done their job, and what the results are.

2. Contact the lowa Congressional delegation calling on them to get copies of the
confidential documents the lowa General Assembly’s Government Oversight Commititee
now holds, and to support committee hearings to took into Metromedia to protect
sharcholders who have always been entitled to answers to the questions raised here today.

Jowa Congressman Bruce Braley sits on both the House Government Oversight
Committee and its Domestic Policy subcommittee with oversight responsibilities in such
matters. Shareholders request that a letter go specifically to Mr. Braley calling on him to
introduce these investigations in his committees.

3. Contact the IRS; Federal Communications Commission; Office of Homeland Security,
and any other government agency that applies to see to it that questions are answered.
Vladimir Putin is proving to be no friend to the U.S., and his telecom minister is now in a
position to cause serious losses for America if he controls PeterStar and especiaily the
Technocom communications system in Moscow.

In general, the buyers of Metromedia’s telephony systems may come into possession of
sensitive information about the war on terror and our government’s plans to fight it as our
diplomatic agencies communicate with other governments. Our troops and government
officials could be at risk if the people controlling that information were to sell it to the
highest bidder.



Metromedia Contacts List:

Natasha Alexeeva, former general counsel for Metromedia International Group, Inc.
5690 Fairview Road, Suite 400

Charlotte, NC 28210

Tel. 704-496-2750

Fax 704-496-2751

nalexeeva@aol.com

Attorneys for Metromedia:

Steven Klugman
Debevoise & Plimpton LLP
919 Third Ave.

New York, NY 10022

T 212-909-6649

F 212-909-68360
sklugman@idebevoise.com

Maeve O’Connor
Debevoise & Plimpton LLP
T 212-909-6576
moconnoricdebevoise.com

Attorney who represented Kevin McLaughlin as lead counsel:

Dantel Brooks

Schnader Harrison Segal & Lewis LLP
T212-973-8150

F212-972-8798

Esopus Creek Capital

Andrew Sole

Joseph Criscione

212-302-7214

Esopus was represented by Martin Sklar
Kleinberg, Kaplan

551 Fifth Ave.

New York, NY 10176

212-986-6000

Black Horse Capital

Dale Chappell

45 Rockellar Plaza, 20" Floor
NY, NY 10111

212-332-1112



F212-332-1113
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less is cost-cffective and easier to deploy,” says Shem\
now the head of Mewromedia International’s Lc[ccom\
munications’ mnt “Te widl }mpﬁog wired service over th
next few years.”

Such economies allow Klu@;c e} 1cdu<:c ¢costs to sub-
scribers. 10} Riga (pop. 1 mi Hion), the capital city of Latvia,
Metromedia is offering cable subscribers a special mdm;,c,
of six channcls that costs just $9 a month. The package
inclndes a Jassan-dubbed M1V, the ESPN-produced Euro-
sport neswork, a channe] featuring locat Latvian concerts -
and cvents and a Russian-language movie channel that
Metromedia has developed called CineRus. At the §9
price, new subscribers are coming on board at a rate of

2,000 per month.

Meromedia International has begun cross- p;omotmg_,
| its services, Metromedia advertises its cable television
S(_nucc over its radio stations and its pagers and u.iephonc
“services over the Tv. “A Jot of what we are doing we’ve
done before here in the States,” Kinge says.
b—Right now the mtcmanonai Distness 16 stil small pou-
toes; The company fas only abour 88,000 customersin all,
L more than-half of those i “cable tclev;smn Last year 'ch
 ternational busincsses nad a cash How estimated at jst
$3 million on revenues of $28 miflion, That’sa drop in the
bucket compared with the more than $1 bilkon in reve-
nues Metromedia will have if its recently- announced
mergers go through. Not all of thar $3 million flows 1o
Metromedia becanse the Tocal partners oW, half- mtcrcsts'
in many of the businesses,

Like Ted Turmer with his-1986 pmchqsc ofM(‘M Klugc
decided he would need a fiim library to-feed hIS movie
¢haniel. That's how oiic of the most unustal aspectsof the
new Metromedia came about. Last year, in-a unigué four-
way merger, Khuge united his international relecommuni= j
cations properties with three other businesses: Acrava, an
Atlanta-based holding company formerly known as Pugua
Industries; Orion Picrures, the troubled indépendent film
studio that Kiuge bought control of in 1988 and which has
been one of hig worst investments; and MCEG Sterling, a
much smaller flm hibrary.

ate Jast year Kluge agreed g pay "632, :mlhon for
Motion Picture Corp. of America, a producer "of low-
budget films. In the last few months Metromedia has
announced a §525 iniltion merger {for Metromedia stock)
with Alliance katertainment, the natron’s largest indepen-
dent distriburor of compact dxscs Kluge hasalso agreed to
pay $115 miltion for cash-sirapped fini producer Samuet
Goldwyn Co., which owns a large film and relevision
iy

Meuomcdm International Lodav certainly isn't much o
look at. It 1s alveady heavily in debt, and Kluge is entering
the music business at a time V\"H"n sales secm o have
peaked. Wall Street has knocked Merromedia’s stock from
19 a share last winter 10 a recent 13, cal]ing into question
whether Merromedia can consummate i3 acquisition of

ey oed x

{1 7 rare mterview at the estate he is building in Palm
Beach, Riuge [aid 6t his strategy for Metromedia Interna-
tional. He was jowned by s longume righe-hand man,
Stuart Subotnick, o

Gracious and soft-spoken, Xuge puffed away on a fat L

Forbes m Tebruary 26, 1996
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cludes Nowt) *// Telecorr, Gem‘ml In-
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Septemhé conference of Montgomery
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teMax is worth
0 a shave, based
just-on its 809%-to-
35% galesr and

“In a takeover
based on the Sta-
ples-Office Depot A 0100 SRR
dea), OfficeMax is worth 23 to 25 » aays
one New York investment manager,

In the year ended Jan: 81, 1996, Of
ficeMax posted earnings of 47¢ a share
on sales of $2.5 billion. Analysis expect
it to make €0¢ on $3.2 billion in fiscal
1997 and 80g on $4.3 hillion in 1998

154 BUSINESS WEEK / NOVEMBER 29, 1996
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FOR IMMEDIATE RELEASE Contact:  Jennefer Hirshberg

' Capitoline/MS&L
50 ~ 202/467-3900
Wg/\/ METROMEDIA INTERNATIONAL GROUP

ANNOUNCES PRICING OF EQUITY OFFERING

(New York, NY, September 11, 1887} - Metromedia International
Group, Inc. (MMG) (AMEX:MMG]) reported the pricing of its pubhc offering of
7.25% cumuiative convertible preferred stqck ‘

The Company’s public offering of 3,600,000 shares of cumulative
convertible preferred stock (“Preferred Stock”) is expected to generate gross
proceeds of $180 million. The Preferred Stock is convertible at the option of
the holder at any time at an initial conversion price of $15 per share and a
conversion rate of 3 1/3 'shares of MMG's common stock for each share of
Preferred Stock. The Preferred Stock is non callable for three years from the
date of issuance and holders of the Preferred Stock are entitled to receive
curnulative annual dividends of $3.625 which are payable quarterly in cash

" or stock. The offering was underwritten by a group of underwriters led by
Donaldson, Lufkin & Jenrette Sectrities Corp.

Metromedia International Group is a global communications and media
company which, through its Communications Group, is engaged in the
development and operation of communications business, including wireless
cable television systems, FM and AM radio broadcasting, radio paging
services and various forms of telephony services including wireless local loop
telephaone services, GSM cellular telephone services, an international toll
calling service and trunked mobile radio services in Eastern Europe, the
republics of the former Soviet Union, the People’s Repubhc of China and

other selected emerging markets.

#EFEF
This Communication shall not constitute an offer to sell or the solicitation of an offer to buy
nor shall there be any sale of these securities in any state in"which such offer, solicitation or

sate would be unlawful prior 1o registration or qualn‘sca‘mon under the securities laws of any
such state.
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Metromedia Taternational Groug Enters Cable Television Market
in Capital of Kyrgyzstan

¢ ¢ ®
Coxupany's Cable Systems Witl Now Pass More Than 1.0 Million Households

-

I

WEW YORK, June 14, 1999 Metromedia International Group, In¢. (MMG:AME}C}, through 3t
wholly owsed cubsidiary, Memomedia Interaaticoal Telecommuhications, o, ("MITIY) announcad
today the commencement of opesations of its jolnt venture, Afa-TV, to provide cable selevision and
data communications services in Bishkek, the capital of Byrgyzstan. The venture owned 31% by
MITI, 4% hy MITYs Kazakh joint venture, Alma-TV and 45% by tocal partsers i Pighkek, With the
addivion of Bishkek's 120,000 households, MMG cable telovision ventares aow cover more that ten

wiillion households i siKteen Cities in Fastern Europe and the I8,

ATV will deliver cable television cervices via MMD$ and hybrid fioer coaxial cable, stmilar @
MITTs joint ventees in Aleaty, Karagands, Aklal and Ust ._Kamenog:orsk, Kazaknstan, In addition,
by utilizing both hybrid fiber coaxial cable and MMDS frequencies, AlsTV witl bt able to provide high

speed Intermet ACCess. -

Suart Subotaick, Fregident and CEQ of Metromedia {ntemational Group, said, "We axe Very pleased. ‘

o S et ool SR et .

to begin providing services o, the city of Bishkek. This is 0U¢ fisst operation serving this important city,

the capital of the Km%z Republic, whécI}% boasts gold production and agricutinsal products as main

ceonoric activities gnd, WiS memmiper 10 Jpwm_w_,,EEEWchﬁcfe: Organization. W

SRS T the (15, Avcording (o the 75, Depargnent of State.” i
hmates i the h roment of State,

PO

popuiption just short of one mﬂliqgw;wpﬁas ope of the most favarable jggggg_mgs;t_m_gg;, .

Metromedia International Group, Tnc. is & global corpmunicatons and edia company. Through it
wholly owned subsidiary, Metromedia Interpational Telg:c’ommunicaﬁons, Tnc., the Clompany oW
and nperates communications and media businesses in Hastorn Europs, the Republics of the formex
soviet Undon and other emerping roarkets. These DUsnCsses include wireless and wired catle welevision -
stations; xadio broadeasting, paging operations; und telepbone operations mclvding GEM celiviar,
international toli calfing, fixed wireless toval loop and trunk raobile radio. Throvgh its approximately
£8% ownership of Wetromedia China Cormp., MIT! operates VeALUIes SUppPOTINg pubtic Switched
Telephone Networks and GEM systens in Chind. '

This news velease containg certaim forward-lookingt staterents that snvolpe visks and uncertaintics. Factors rhqr
copld cause of conpribure 10 suchs risks and uncertainties inchide, but are not fimited to, general ecotiontic und
busingss conditions, competition, changes 1 sechnofngy and methods of marketing and yatious other facsors beyond

the Corpatty's control. ‘s afso inchides sich factors as are described fromt time fo Lnte in the SEC reports filed By
mvornedia International Group, Tric,, including #ts most recently filed Form T 0K and Form 100 .

e

Contact: Ellen Stahs Fader el )
Vice President, Tavestor Relations
(217) 606-4389 “ ‘ Q/ﬁ,
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Metromedia International Group, Inc. To Acquire PLDTelekom Inc. in Merger. | Compan... Page I of 4

’ V.5, Cellular’ is wireless where your business matiers most,

|

FEUS Collular

| o fMetromedia International Group,
‘ Inc. To Acquire PLDTelekom Inc.in -~
Merger. _

; ; Publication: Business Wire

i . i Date: Tuesday, May 18 1999
i : i Company: Mewomedia intermationat Group nc., PLE Telekom Ing \\
: Loeation: United States -

& NEW YORK--(BUSINESS WIRE)--May 18, 1999-- )

! R S
; . e

: Upon Completion of Merger, Revenues from Communicalions Group
| Expected te More Than Double

: Metromedia International Group, Inc. {AMEX:MMG), a global
: communications company, and PLD Telekom tnc. (MASDAQIPLDY)
announced feday that the two companies have entered into an agreement

iand plan of merger in which MMG will acquire the

[ uds iy Gyl slock of PLD Telekon. j
,,,,,,, 4
- Smail Business Loan . , ﬁ
. Gelup o B500K. Won't show up onyour personal Pursuant to the agreement, <
(c“*:"" Stan Today! PLE Teiekom would merge
. i f form sidic
Business Sirategy Help wihanewly formed subsidiary ’
. Gel‘ usiness Stralegy Advice FromGrowthink, of Metromedia Irternational
Gusiness Plan Experts.
Growimek eomfBosiness- Sy GTOUD, Inc. Both the MEIQBI
Internation:

255
and th eement
Onding Cedifical ationalBusiness. Findg & Merger Agr

1 Oul Mora Now! have been unanimously

FTrarsderdaniSlobot e

: approved by the Boards of
. Directors of Metromedia International Group, Inc. and PLD Telekom and

each Board is recommending approval by their respective shareholders.

-In connection with the Mearger Agreement, News America Incorperated, a

' wholly owned subsidiary of News Cerporation Limiled, which owns

: approximately 38% of PLD Tetekom's Common Stock, has enlered into an
agreement with Metromedia international Group, Inc. to vote its Common
Stock in tavor of the Merger Agreement and not 1o supporl any other
transaction involving PLD Telekom. Upon completion of the merger, News

America will own approximately 9% of MMG Comimon Stock.

Under the terms of the transaction, when the merger is consummated,

- PLD Telekom will become a wholly owned subsidiary of Metromedia
International Group, Inc. The holders of PLD Telekom stock will receive
shares of MMG Common Stock on the basis of an exchange ratic that
values each share of PLD Telekom Common Stock at $3.50 provided that

“the average MMG price per share is belween $5.25 and $6.25 ai closing.

If the average price of MMG Common Stock exceeds $6.25 each PLD

http://www.allbusiness.com/company-activities-management/company-structures-ownersh...  2/26/2008
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- Telekom share will be exchanged for .56 shares of MMG Common Stock,
not to exceed $4.48 per share of MMG Common Stock. If the average ; e

price of MMG Common Stock is less than $5.25 per share, each share of

'f PLE Telekom shall be exchangeable for 6667 shares of MMG Common Z g
Stock, subject to certain termination and “top-up” rights. R e ZM@ 2// .

: Johin W, Kluge, Chairman of Metromedia International Group, said, "This '

“is an important day for Metromedia international Group in executing cur : %Mﬁng
* strategy of building a global communications company. We are taking a - M

giant step forward in merging with PLID> Telekom. The combination of their

telephony assets with our cabie and telephony services will enable us to V{%’K (7)
./ -

: provide the communications finks to deliver voice, data and video services /

in these emerging markets." /
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Item 1. Business (continued) C)

Goldwyn Company and Motion Picture Corporation of America (and their respective subsidiaries),
including its feature film and television libvary of over 2,200 titles, to P&F Acquisition Corp., the:
parent company of Metro-Goldwyn-Mayer, Inc., for a gross consideration of §573.0 million. Following
on from this, on April 16, 1998, the Company sofd to Silver Cinemas, Inc. its remaining entertainment .
assets consisting of all of the assets of the Landmark Theater Group, except cash, for an aggrégate cash !
pmchaqe price of approximately $62.5 million and the assumption of certain Landmark liabilities. These l
transactions provided significant funds for the Company’s expansion in its communications businesses.

With the sale of these assets the Company is focusing on its core business of providing modern digital
voice, data and multimedia communications capabilities,

The Company owns approximately 39% of the outstanding common stock of RDM Sports Group, Inc.
Inn August 1997, RDM and certain of its affiliates filed a voluntary bankruptey petition under chapter
11 of the Bankruptcy Code. The chapter 11 trustee for RDM is in the process of selling all of RDM’s
assets to satisfy its obligations to its creditors and the Company believes that its equity interest will not
be entitled to receive any distributions. The Company also holds additional claims against RDM in the
RDM proceeding. There can be no assurance that the Company will 1ecewe any distribution with
respect to such claims.

P

——r——
/'» St

/ Principal Shareholder: 5 _\

e

et e P g1

Mctromedia Company, a Delaware general par Lne;shlp and related entities hold 16,401,228 shares of

the Company’s,common stock, representing approximately 17.6% of the Company’s outstanding

common stock at December 31, 1999. John W. Kluge, the Company’s Chairman of the Board, and

Staart Subotnick, its Vice Chairman, President and Chief Bxecutive Officer, are Metromedia .
Company’s partners. News PLD LLC, a subsidiary of The News Corporation, holds 9,136,744 shares of
the Company’s common stoc!c, Leplesentmg appxoxunately 9. 8% of The Tompany’s outstandmg common :

- stoc

=T 913, 7 Shanea

‘The Company’s principal executive offices are located at One Meadowlands Plaza, Fast Rutherford,
New Jersey 07073-2137, telephone: {201} 531-8000.

Cerfuin statements set forth below in this Form 10-K constitute “Forward-Looking Staternents” within the
meaning of Section 274 of the Securities Act of 1933, as amended and Section 21E of the Securities
Exchange Act of 1934, as amended. See “Special Note Regarding Forward-Looking Statemnents” on page 95,

Description of Business Groups:

Communications Group

The Communications Group invests in communications businesses principally in Eastern Europe and
the republics of the former Soviet Union. Until the end of 1999, the Communications Group also held
interests in several telecommunications joint ventures in China. The percentage of consolidated
revenues from operations in Eastern Europe and the republics of the former Sovml Union for 1999,
1998 and 1997 were 18%, 13%, and 10%, respectively.

At December 31, 1999, the Communications Group owned interests in and participated with partpers in
the management of joint ventures that had 55 operational systems, consisting of 12 cable television
systems, 3 GSM. wireless telephone systems (the Communications Group’s interest in one of which is in
the process of being sold), 2 analog wireless telephone systems, 7 fixed and other telephony networks
(which include local, international and fong distance ielephony providers and sateilite-based telephony
and wireless local loop operators), 17 radio broadeasting stations, 12 paging systems and 2 other
telephony-related businesses.




INVESTMENTS| Russian
problems plus distrust of
hillionaire John Kluge have
furned Metromedia
International info a rare object:
an undervalued telecom.

A4 BY JUSTIN DOEBELE
HE BULK OF JOHN KLUGE'S $1
T'Eiﬂion fortune traces to his sale of
_ .S, telecom asgsets from Metro-
1r39§ia after he and longtime aide Stuart
Subotnick took it private for a song in
1984. An accounting irregularity had
knocked the staffing out of the stock.
>, What happened was legal, but many
shareholders felt cheated, and Kluge

fiad to cough up a minor settlement.
Flash forward to 2000. Kluge has a

‘ Metromedia International Group,
& —which, like the old entity, has TV, radio,

) wireless and paging assets. Instead of

international version has its assets in

X :
g Russia and nearby states.
‘ Like the old Metromedia, the new

version 1s a tallen angel: Trading at $23

American  Stock _ Ex-

change. The Russian crisis
of 1998 and subsequent
troubles daunt investors.
Will Kluge Inc. get
there first agam? Subot-
ating control of Metrome-
dia International, insists
not, “We have always tried
to build this company for
the benefit of the shate- :
holders,” he says. “We have no plans to
take this company private,”
ter taking over PLD, a leading
Russia-based telecom company;, late last
year, Metromedia brought in PLD’s

.. Miission to Moscow: James Hatt is Kluge's
polnt man in getting Metromedia credibility,
but oth must bank ah a more stable Russia.

Hatt, to revitalize the

the second-largest sharcholder after Kluge

. smooth skating. We need a Zamboni.

national. Murdoch, who has a long his-
tory of friendly deals with Kluge, is now

and Suboinick, who have a combined
stake in Metromedia International of at
least 30%. Snyder Capital, a San Francisco
money manager, is third, with 7%,
" Winning over Wall Street, however,
doesn’t seem to be high on the agenda,
notwithstanding a road show Hatt and
Subotnick have set for late March. The /<G
company stopped producing an annual [,#
feport fast yeat. Its public filings with the
SEC are long, turgid documents filled with. o
legalese, which malces an alieady compli=. I
cated company, with more than 72 ven-
fures in and around Russia and eastern ~ -/
Europe, even more difficult to decipher.
" Also spooking some investors are
whispers that the heavy-handed Rus-
sian dealster Botis Berezovsky, a long-
time Murdoch ally in Russia, is involved
with Metromedia International and
pLD. Hatt shakes his head in a strepu-
ous-denial: “Never ever, ever, ever.”
Berezovsky and his ilk, says Hatt, were
more interested in newly privatized
state companies, which could be casily
logted, like banks and oil companies.
Hatt argues that a new era of stabil-
ity may dawn in Russia with the likel
election of Viadimir Putn as president - :
in March. Subotnick makes a colorful N
analogy: - This ice rink hasn’t been

Maybe Putin will be the Zamboni.”
" Rluge could do.a little smoothing out
over here by shedding an irrelevant asset,

company and its stock.
The 6-foot~7 Hatt, 40,

the Snapper diviston, a moneylosing
lawnmower maker with sales of $210

is a formidable presence,
otll physically and in his
reputation. He came 10
what was still the Soviet
Union as a Cable & Wire-
Tess executive, He left that
giant in 1994 and the next
year was atop PLD, which
had established itself as the first West-
ern-owned telecom outfit in Russia,
got a major ally, Rupert Murdoch’s News

Corp. News Corp. owned 38% of PLD,

chief, the dapper Englishman James

and now has 10% of Metromedia Inter-

million & year. Lhere’s a decent chance
Fe will act within the first half of the year. g
What would be 1efif A diversified .
telecom and cable TV operation that had e
a small operating loss (before deprecia-
tion, interest and taxes) last year on es-
timated sales of $145 million, Actual fig-
ures should be released next month.
pany carries an enterprise value (mar-
cet cap plus debt minus cash) of only
$745 million. Thats too low, says Sny- 2
Jér, who figures a fair price for the eq- &
{fity is $19 a share. ¥ g
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Metromedia International Group Response to Lens Investment Management

NEW YORK, November 14, 2000 — Metromedia International Group, Inc. (AMEX:MMG), which through
Metromedia International Telecommunications, Inc. (MITD), is the owner of various interests in
communications joint ventures in Eastern Europe, the former Soviet Union and other emerging markets,
today is making public its response to the letter dated September, 29, 2000 from Lens Investment
Management, LLC. The following is an excerpt of the letter written by Stuart Subotnick, the President and
Chief Executive Officer of Metromedia International Group, Inc.:

1 will attempt to address your concerns in turn.

First, my partner John Kluge and 1 are MMG’s largest stockholders so we share your concern regarding
MMG’s stock price. However, neither MMG nor its management team can control what happens
positively or negatively in the capital markets and we do not manage businesses solely to please the capital
markets. We have run and will continue to run MMG with a view to what 1s in the best interest of all of its
stockholders. In addition, our businesses and operations are concentrated for the most part in Russia and
the republics of the former Soviet Union, areas of the world in which almost all of the companies in the
comparison indices may have limited operations but none of which match our concentration in those areas.
Unfortunately, as has beeén widely reported, these areas have undergone considerable political and
economic turmoil, which has had an adverse effect on the capital markets impression of the value of our
Company.

On the other hand, while MMG's stock price has not performed well recently, we have made very
significant accomplishments in the last five years, including:

/ - The disposition of our film and theater businesses (Orion and Landmark) for approximately
: $650 million in cash;
\/ - We acquired PLD Telekom with its Russian telecom properties, successfully integrated their
operations into ours and realized approximately $20 million of cost synergies out of the
» combined businesses; :
K We successfully negotiated an amicable resolution of our differences with China Unicom and
/ successfully repaid MMG monies it had advanced to those ventures;
v - We successfully implemented, where necessary, management changes to improve operating
results.

Second, we understand that there have been some filings by stockholders unhappy with the MMG stock
performance. Again, as the largest stockholders of MMG with a very significant investment in MMG, we
share your interest in maximizing stockholder value and we are constantly evaluating opportunities to

maximize our assets. We will not, however, manage our business and operations solely to respond to the
capital markets.




Next, we havé already announced that Snapper is a non-core asset and we will dispose of it under the
proper circumstances. Tt has been in a rebuilding process for a number of years and as we have said in the
past, we did not think we could get a price for Snapper which was reflective of its true value. We have
always managed MMG’s assets with a view towards maximizing stockholder value which is exactly why
we sold Orion Pictures and the Landmark Theater businesses when we did and both of those transactions
benefited greatly our stockholders as a whole. We continue to examine all opportunities to maximizing
value to all of our stockholders, which is again consistent with our position as the Company’s largest
stockholders.

I also take issue with your characterization that management is insulated and that we have poor investor
relations. We have held quarterly stockholder and analyst meetings for the last year (four in a row) which
have dial-in information as well. We also tape these meetings and copies of the sessions will be available
to analysts and stockholders. 1am also keenly aware of the importance of research analyst coverage; that
being said, we cannot force analysts to cover the Company and despite our efforts to encourage fhem to do
so (we have mef with numerous analysts over the years), none have elected to commence research
coverage.. This is unfortunate and we continue to work to encourage analysts to cover our Company.

1 also believe that we have a top-notch Board of Directors. We have four very vibrant outside directors,
three of whom were or are CEOs of major public companies. Their input is vital. Four of the “inside”
directors are employed by Metromedia Company which is MMG’s largest stockholder — we are not an
entrenched management team looking to protect our jobs but rather individuals whose interests are exactly
aligned with that of the stockcholders. In addition, one of our other directors is employed by News
Corporation, our second largest Stockholder. In short, you have a board with important outside directors,
other directors who represent the Company’s biggest and second biggest stockholders and only one
«“insider” that runs the Company’s largest operating business. We think thi 5§15 a Board whose interests are

aligned perfectly with the stockholders’ interests.

About Metromedia International Group

Metromedia International Group, Inc. is a global communications and media company. Through its wholly
owned subsidiaries and its joint ventures, the Company owns and operates communications and media
businesses in Eastern Europe, the republics of the former Soviet Union, China and other emerging markets.
These include a variety of telephony businesses including cellular operators; providers of local, long distance
and international services over fiber-optic and satellite-based networks; international toll calling; fixed
wireless local loop; wireless and wired cable television networks and broadband networks; FM radio
stations; and e-coOmMmerce.

This news release contains certain forward-looking statements that involve risks and uncertainties. Factors
that could cause or contribute 10 such risks and uncertainties include, but are nol limited 10, general
cconomic and business conditions, competition, changes in technology and methods of marketing, and
various other factors beyond the Company's control. This also includes such factors as are described from
time to time in the SEC reports filed by Metromedia International Group, Inc., including its most recently
filed Forms S-3 and 10-K and the Company’s quarterly report on Form 10-Q for the quarter ended
September 30, 2000, which will be filed shortly.

Contact:
MMG: Investor Relations
(212) 606-4389
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to increase as the Communications Group’s joint ventures develop their
businesses. Oouwowwamnma revenues of the Company for the nine months ended
September 30, 7600 Hbowc@m $77.4 million attributable to PLD emwmwoww

BASIS OF PRESENTATION

Almost all of the Communications Group’s joint ventures other than the PLD
Telekom businesses report their financial results on a three-month lag.
Therefore, the Communications Group’s financizl results for September 30 include
the financial results for those jeoint ventures for the three and nine months
ending June 30. The Company is currently evaluating the financial reporting of
these ventures and the possibility of reducing or eliminating the three-month
reporting lag for certain of its principal businesses for the purpose of
presenting the Company’s results of operations on a more timely basis,
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\. In October 2000 the Communications Group sold its indirect 22% interest in \)¢UW ﬁv w@\

H Baltcom GSM. & Latvian mobile operator, to TeleZ AR, TFor total cash = 7
/ ConsidETation of $66.3 miliion. The Communications Group's sale of its interest %\\XxRMW\ ﬁVﬁﬁ%ﬂﬂ\ﬁ\
¢ 1n Baltcom GSM was part of a sale by all of the selling sharehclders of their i cé\wﬁ i/
f, stakes to Telel. The sale agreement contained customery representations and i N —

//f warranties for the selling
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METROMEDIA INTERNATIONAL GROUP INC filed this 10-Q on 11/13/2000.
Outline Printer Friendly
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL, CONDITION AND RESULTS
OF OPERATIONS (CONTINUED)

sharsholders, including the Communications Group, and indemnification provisions
for the benefit of the buyer from the selling shareholders.

wme he Communications Group expects to report the after anJmmmm‘OS this disposal,
, approximately S50 million, in The final cuarter of 20600. Taxes payable on the
gain are expected to be negligible. - - g

1599 RESTRUCTURING AND IMPAIRMENT CHARGES

Shortly after completing its September 30, 1995 acquisition of PLD Telekom, the
Company began identifying synergies and redundancies between its Metromediz
International Telecomminications, Tnc. ("MITI') and PLD Telekom subsidiaries,
The Company’s effortsg were directed toward streamlining its operations.
Following the review of its operations, the Communications Group determined to
ﬂmwn significant requctiond in IFfs projected overhead CosSts for 2000 by cIgsing
its offices in Stamford, Commecticut and London, England, congolidating its

mmeEmmmm,ommwnmm in New York, New York, comsolidating its operational

bmmm@CmHanm in Vienna, Austria ang nmmonHmmnwwn 1Es two Moscow offices into

‘ 4 . - . - T
omm.bm@mwmommem mnHmmﬂwwwwmmomHmm operations, the Company announced an
fg Ty

mB@Ho%mm wmmﬁnocwwwmaﬂonwon. Employees impacted by the restructuring were
ey N e e

notified in December 1999 and in almost all cases were terminated effective
December 31, 1999. The total number of U.S. domestic and expatriate employees
separated was WWUHONHSmme%.mw. In addition, there were Hmasowwowm in HoanWN
HITET staff. In 1999 the Company recorded a charge of $8.4 million i

with the restructuring.

Following is a rollforward of the activity and balances of the restructuring
reserve account from inception to September 30, 2000 (in thousands) :

RESTRUCTURING DECEMBER 31, SEPTEMBER 3
TYPE OF CQST CosT PAYMENTS 1559 PAYMENTS ADJUSTMENTS 2000
Employee separations............. $6,175 ${303} $5,872 ${3,959) 5{676) $1,237
Facility closings................ 1,456 - 1,454 {912) (147} 397

http:/fccbn.tenkwizard.com/filin g-php?repo=tenk&ipage=1252717&doc=1&num=3 6&total=97&count=1 &pg=zs3KzciOyNHOz...  7/9/2003
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METROMEDIA INTERNATIONAL GROUP INC filed this 10-Q on 11/13/2000. \
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALVSIS OF FINANCIAL CONDITION AND RESULTS %/mw MIN iW \@ xm
NAH\I.

OF OPERATIONS {CONTINUED)
a non-cash impairment charge on certain of its paging, cable television and

A

"telephony pusinesses of $23.2 million. ﬁw
AN ~ \@JHV
TERMINATION OF CHINA TELECOMMUNICATIONS JOINT VENTURES ‘ U‘/ﬁ h\ é\mmwéjd\ MW,%WKQW
L
Between 1996 and 1989, the Company made investments in four telecommunicaticns ﬁa @2\\5

joint ventures in China through its majority-owned subsidiarv, Asian American
@mwmnoeazSHanHOﬁm Corporation. These joint ventures engaged in cooperation
projects under contracts with China Unicom. All four of these ventures
prematurely terminated operations by order of the Chinese government in late
1989. Concurrent with this termination, the Company reached agreement with China
Unicom and its Chinese partners in the wventures, for the distribution of
approximately £94.7 million in settlement of all claims under the joint venture

: 2 TV, LN
agreements and cooperation contracts. The Company has received full distribution mmmewﬂwl1 RMMNWRV \\ \AAWNNRPHRU )
Q\\‘

U

of these funds as of September 30, 2000 a mﬂ& Ningho GV, Ningbo JV II, Sichuan Jv mwwmmwvwﬁ'
and Chongging JV have been fully digsolved. The $%4.7 million in total i
QWMMMWWMH@DUm mHoE the joint ventures was insufficient to fully recover the

goodwill origina recorded in connegtion with the Company’s investment in \/EMMNMWN\ﬂWMW\ \)RMW\Q \.mM\%WWq%*
7 hY

these joint ventures. As of September 30, 2000, the Company had recorded
non- ommﬁ PEWWHHBmwn charges of $41.7 million for nWm write-off of goodwill to

Hmnwmow this s meMWmmHH R e mw m& mﬂm HMM@&\@&WMM&%QNm

SUBSEQUENT EVENT

- ' AHBRGE TO W
On November 8, 2060, the Company’s Board of Directors authorized management to ’
evaluate structural alternatives to separate its Snapper, Metromedia Chinz and —
eastern EBuropean radio and cable businesses from its Russian and eastern mHv\HmT% WW%HNUMVBA\MMHN
European telephony assets. These alternatives may include sales of certain or

all of these assets to third parties or the spin-o0ff of certain or all of these \ \f\ RWmQWWURDmNMMWM MMJWWH

agsets as independent companies to MMG'’s stockholders.

any final action would remain subject Lo a number of conditions in addition to
final Board of Director approval, including, for certain transactions, obtaining
the consent of the Company’s banks and bendholders. The Company does not
currently believe that any spin-off of its businesses could be accomplished on a
tax-free basis.

7
The Company’'s Board of Directors has not approved any definitive transaction and \WMM\ﬂ\eNMMw %WW

http://ccbn.tenkwizard.com/filing.php?repo=tenk&ipage=1252717&doc=1&num=37&total=97 &count=1&pg=2s3KzcjOyNHOz... 7/9/2003



elephony consolidated revenues for the three months ended September 30,
#amounted to $24.3 million. PeterStar’s revenues for the three months ended
ptember 30, 2000 amounted to $14.5 million, a marginal increase on revenues of
#$13.6 million generated in the same period in 1999, Technocom’s revenues
increased from $4.2 million for the three months ended mmﬁnmEUmH 30, 1999 to
m%ili?HHHHOb in the comparable period ia 200C0. =

ommmwaHzm INCOME. During the nine months ended September 30, 2000, fixed
telephony consgolidated ventures generated operating income of $14.5 milliom.
PeterStar’s operating income for the nine months ended September 30, 2000

e T i o e i o — . SR s e S e o

amounted to mwp 9" BHJHHoS Qoaﬁmwmalno,mww 0 %MMMMMﬁ for. ansmﬂmm;Bonnﬁm mwama

Séptémber 307, 1999, ATthough révenuss remained fiat as compared with the same

@m#wom in 1999, PeterStar’s profitability for the 5wbm.503ﬁ5m ended

September 30, 2000 was mm<OHmUHM mmmmonma by Hm@ﬁnm@ overhead expenses. .

T e s L

Technocom generated an operating loss of $54,000 during the first nine months of /7 .. , .
Mdddlmmwwmﬁm& to & 1688 6% $4.2 miliion in nﬁm corresponding period in Hmmm ﬂﬁm: A Ty

reduction of Hmamwmwoa g operating losg was due to a HmmnﬂﬁnnﬂHwﬁmlbr o@mﬂmnwomm : \M

e reeaiin i b o e e

in early 1999 Hmmcuwwﬁarws Hm&ﬁom& odmemma mx@msmm\ and al&c to the above A JWiM S ;

et e e et e

mentiondd incréase TH revenlue. ) Lotter T e

Fixed telephonv.operating profits for the three months ended mm@mm&dmw uo.rmooc

e Al T e ——— BTN / ’
¥

mEOEUan to $5.8 BHHHHOH mmnmﬂmﬂmw s _operating inicome for. the WWHmm EOSﬁWm

b oS eralmn Woeridont Pt RPN iiesa S e

e ez O et PN A g

ended mmUWmEUmH 30, 2000 3 wﬂnﬂmmmm& £o §5.3 BHHHHOW.mHoB MN 5 BHHHHOS in tHE same

e v Sl e Mo

ﬁmwwwm of 1999, In the three months e ended mmm MWWM§uo 2000 emnwsonos anmwmnmm L

operatifig income of $454,000 as compared with an operating loss. om 5869, Qoo MD. ﬁmﬂ

the GOHHmmGOSQHﬂmlmeHGQ of wam . 7y o
= ¢ AE

43" ‘ -
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS (CONTINUED)

notes plug accrued and unpaid interest to the date of repurchase (if such
repurchase is after March 30, 2002).

The Indenture for the Senior Digcount Notes permits the Company to finance the
development of its communications operations. The Indenture for the Senicr
Discount Notes limits the ability of the Company and certain of its subsidiaries
to, among other things, incur additional indebtedness or issue capital stock or
preferred stock, pay dividends on, and repurchase or redeem their capital stock
or subordinated obligations, invest in and sell assets and subsidiary stock,
engage in transactions with affiliates and incur additional liens. The Indenture
for the Senior Discount Notes also limits the ability of the Company to engage
in comsolidations, mergers and transfers of substantially all of its assetgs and
also containg limitations on restrictions on distributions from its
subsidiaries.

TRAVELERS. Also at completion of the Company’s acguigition of PLD Telekom, PLD
Telekom paid The Travelers Insurance Company and The Travelers Indemnity Company
(together, "Travelers") approximatelv $8.7 million of amounts due under the
revolving credit and warrant agreement dated November 26, 1997 between PLD
Telekom and Travelers {(the "0ld Travelers Agreement"). PLD Telekom and Travelers
also entered intec an amended and restated revolving credit note agreement (the
"New Travelers Agreement") pursuant to which PLD Telekom agread to repay
Travelers the remaining $54.9 million due under the 0ld Travelers Agreement on
August 30, 2000 and to pay interest on the outstanding amount at a rate of
10 1/2%. The $4.9 million was repaid on August 30, 2000, fully discharging the
obligation to Travelers.
JEm———

&ﬁh@EmHWWKX Az part of the Communications Group’s strategy to further develcop its
fixed telephony business, in June 2000 it entered into an agreement with Marconi
Communications Limited of the U.K. to acguire Marconi’s 50% ownership ﬁcmynpow

it s et e T

in Comstar, the third largest digital overlay operator in Moscow. amm OoﬁvmwM S

gty RV, B e e

B e 7ot T

Has agreed to pay $60.0 0 million For the 50% ifiterést in Comstar. The parties—

ity et e T, [N

e%PEEE the transaction to close in 2000, mOHgozwwm tlie Completion of Qcm
diligence and the resolution of any issues arising from that process. Comstar is

a 50/50 joint venture with the Moscow City Telephone Network ("MGTS"). 1t Smm.m

e e e rane Z e

ﬂymm\\ qwm mile optical fiber netWork taroughout Komooi. This uwn30HMfmcﬁﬁownm Hooww

e e e T PR s, rimmn s e s e’ e e i ~

ﬁmﬂwome and international data and. mmmeWOUM services and is HﬂﬁMWnO%hmnﬂmm

et i s 1 e o

into MGTS’ “public ﬂmmﬁmmmsmm;m!MFwwmwwww;nﬁmnosmmm;JMmmmmmﬂnwmm‘m.

PO Y S
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well-established platform tha . -YDes of IP services through a
Central Internet "5ervice N5de hased ¢ MarEoni &

I rnet S ed_on Marconi technology. This vlatform will
enable Comstar t3 develsp VoIP Services, point-to-point data communications,
frame relay, ATM EAd 5™ total Lackage oF T8% ‘

$ T R e

of ISP services. T

i o R i e sty e

The acquisition of the Comstar interest is expected to give the Communications

F e
Group a significant presence in the Moscow market, which remains the most %Mﬁ . \wzu\ﬂ A rF n\\ ...O_.w Ll e
. B N L S o e T T T T T e T R T 1 S SN [ A 3 o e
important’ in Rusgia, and ocﬂbﬁmﬁm&q its position in Russia’'s second largest P . ' —
nwﬂu}i.m,.mu,‘.‘.ﬁwmﬂmﬂmwcﬂm~ through its majority owned interests in PeterStar and its I e p
: ; : : : C o ] e g o e _
wholly owned interest in Baltic Communications Limited. [ m\mrxw\,/ux\m\m\wx w\\h\.\m.k\\wﬂ\_\%\.\wuwma\M\x.f.
L 7 ‘\‘
The agreement with Marconi required the Communications Group to place . P o K
$3.0 million in escrow, pending closing of the transaction. In the event that \\ s ‘.\.\wﬂ\.\,ﬁr\\mw\u{ S
the acguisition is not completed by November 30, 2000, Marconi has the right to w..,.\.\\;\a.\m\dn\m { g T e
a - - . . L] A
terminate the Purchase Agreement and, in certain Circumstances, retain the ;
e@scrowed funds. In addition, the purchase price is subject to escalation in L s \.“\;
certain circumstances, with the additional amount not excaeding approximately AT \«\ S \\\«\.
$1.2 miliion. . N P ) ) . ../,,x o o S e L S S
LD @ (uad (lguied by T8 Sepr =z 55
TELECOMINVEST. In September and October 1999, PLD Telekom entered into certain

option agreements (subsequently assigned to Lhe Company) with Commerzbank AG and <« - H% /m.ﬂ.\ \&Qﬁ \LLN\\”\\ \Q\“
First National Holding S.A. which owns the majority of the ordinary shares of q\» .

OAQ Telecominvest, a Russian gompany with interests in a wide range of - A
telecommiiCations companies in St.- Petersburg ahd Norfhiestorn Russia, and &Vbhﬁ(m MENTTHED
which 1S PLD Telekom’s jeint venture partner in its subsidiary PeterStar. The :

aggregace considergtion for the T - o o

\.\ i - %
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TEEE (i thousands)

2000 1959 © 1998
Operating activities: : R
Netlogs $  (24,304) $(141,983) $(123,670)
Ttems not requiring cash outlays: :
Gain (loss) on disposition of discontinued operations - 12,776, (12,316)
Equity in losses of investment in unconsolidated investees 8,713 22,299 18,151
Depreciation and amortization 67,520 32,608 20,588
(Reduction in estimate of) restructuring and asset impairment chatges {3,669) 61,684 40,317
Amortization of debt discount. ) 18,763 4,482 -
(Gain) loss on disposition of businesses, net (55,020} 243 (5,527)
Other income ' 3,157) - “
Minority interest 4,791 (26,938) (9,858)
Other 974 ‘1,030 T (909)
Changes in: ' .
Accounts receivable 5342 10,914 (3,838)
Inventories ©820) 10910 32475
Other assets and lHabilities 4,201 (2,136) (4,090)
Accounts payable and accrued expenses (©,734)  (27,682)  (10492)
Other operating activities, net {930 2,358 (2,185)
Cash used in operating activities . ' y \ﬂfbé/ 2337 (39235)  (61363)
Investing activifies: , _ mﬁ/ﬁf}/ \jA w { bm LA T
Investments in and advances to joint ventures VM, L (70,186)  (20,792)  (48171) 7
{stributions from joint ventures t 4/ - 71,368 43,058 . 5441 gl
Cash paid in acquisition of PLD Telekom, net v . (19,622) L e
Cash paid for acquisitions and additional equity in subsidiarie: 7 ~(5,294) (1,544)  (10987y
Additions to property, plant and equipment E . 21620 {5,793) {1,400y -
Net proceeds from sale of discontinued operations ; - - 57108
Purchase of short-torm investments ' - - (3,069)
Proceeds from sale of short-term investments - - 103,069
Cash received in settlement of option 11,000 - S
Proceeds from sale of business 66,657 - 14,533
Other investing activities, net 2,513 (8,500 {134)
Cash provided by {used in) investing activities 54,437 {13,193} 106,570
Fiiaioing ACHvite S S S B
Proceeds from issuance of long-term debt 5,001 - 49,018
Payments on long-term debt . - (12,118) (19,303) {77,500}
Proceeds from isstance of common stock related to incentive plans 1,211 9 5,347
Preferred stock dividends paid (15008)  (15008)  (15,008)
Dividends paid to minority interests {1,935) - .
Cash used in financing activities (22,84%) (34,212) {37,243)
Net increase (decrease) in cash and cash equivalents 29,251 (36,640) 7,964
Cash and cash equivalents at beginning of year 137,625 129,861

METROMEDLA INTERNATIONAL GROUP, INC,
‘Cansobidated Statements of Cash Flows/ {@2

Nk
o

-

Years ended ﬁéé;iﬁb{éﬁ-ﬁl, .

Cash and cash eguivalents at end of year

=\
/\(. 80,236 § 50,085  § 137,625

%
5
v

See accompanying notes to consolidated financial statements.



METROMEDIA INTERNATIONAL GRQUE INC.
Consolidated Statements of Cash Flows

S g et

{(in thousands)

\Jyih-
9}@3’:}

V

Years ended December 31,

2001

2000

1999

Operating activities:
Netloss ... $(248,531) $(24,304) $(141,983)
Items not requiring cash outlays; o

Gain on disposition of discontinued operations .............. = e 12,776
Equity in losses of and write-down of investment in ‘
unconsolidated investees . ... .. ... .. ... 37,595 6,555 67,981
Depreciation and amortization .. .. ............ ... .. ... .. 73,304 67,520 30,108
Restructuring and asset impairment charges, net ... .......... 112,652 (1,511) 18,502
Amortization of debt discount ... .... ... .. . ... ... ... 20,273 18,763 4,482
Loss (gain) on disposition of businesses, net ... ............. 335 (59,020; 243
Other meome . ... i (729 (5,157 -
Minority interest . ................... e 1,653 4,791 (26,938)
Cumulative effect of a change in accounting principle .. ....... 2,363 — —
Other ... o 974 1,030
Changes in:
Accountsreceivable ... ... .. L L 5,792 5,342 10,914
Inventories ... ... 1,251 (9,820) 10,910
Other assets and labilities . ........ ... ... ... ... ... ... 5,685 4,201 (2,136
Accounts payable and accrued expenses .. ................. (3L,683)y (9,734 {27,682
Other operating activities, net. ... ......... ... ........... 167 {937 2,558
Cash used in operating activities . . ... ................. (19,873) (2,337 (39,235)
investing activities:
Investments in and advances to business ventures ............ (4,289) (70,186}  (20,792)
Distributions from business ventures . . ... .......... ... .. : 1,162 71,368 43,058 (
Acquisition of PLD Telekom, net ..................... ... - —_ (19,622
Acquisitions and additional equity in subsidiaries. ............ . (5,294): 1,544
Additions to property, plant and equipment ................ 20,718y (21,621 5,793
Settlement of option .. ......... ... .. .. .. — 11,600 —
Proceeds from sale of business ... ....... ... ... ..... — 66,657 -
Other investing activities, net .. ......................... — 2,513 {8,500)
Cash (used in) provided by investing activities . ............ (23,845) 54,437 (13,193)
Financing activities: _
Borrowingson debt . ..., ... .. .. 3,814 5,001 —
Payments on debt and capital leases . ..................... (2,802)  (12,118)  (19,303)
Proceeds from issuance of common stock related to incentive
plans . oL e 1,211 99
Preferred stock dividends paid .. .......... ... ... ... ..., (3,752) (15,008 (15,008)
Dividends paid to minority interests ... ................... (3,21%) (1,935 —
Other financing activities . ... ... ... .. ... (367) — —
Cash used in financing activities . ... .. e (6,266) (22,849)  (34,212)
Net (decrease) increase in cash and cash equivalents .. ..... ... (49,984) 29,251 (86,640)
Cash and cash equivalents at beginning of year ... ........... 80,236 50,985 137,625
Cash and cash equivalents at end of year .. ................ $ 30252 §$ 80236 $§ 50,985

See accompanying notes to consolidated financial statements.

E-§
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METROMEDIA INTERNATIONAL GROUP, INC. /N\\

Consolidated Statements of Cash Flows

{in thousands) .
Years ended Pecember 31,
2002 2001 T 2000
Operating activities:
‘Net loss . . N : ‘ $ o ..(11374) $ (248,531) $ (24,304)
*1.0ss from discontinued components : . . 15,876 54457 18,433
Toss from continuing operations : N {03,498} (194,014) . (5.871)
Items not requiring cash outlays:
Fquity in losses of and write-down of investment in .
unconsolidated investees 28,351 48,384 .15,089
_ Depreciation and amortization , 27,542 48,487 47,488
Asset impairment and restrocturing charges, net 8,732 : ‘ 1,511}
Accretion of debt discount ) 5253 273 18,763
Loss {gain) on disposition of businesses, net (3,176) . 108 - {59,020}
QOther income \ B} —_ {729} {3,157)
Miriority interest : | 4692 3,196 3,010,
Cumulative effect of a change in accounting pririciple 3,157 —_ —
Other - — — © 818
Changes jm: T } .
Accounts receivable & 714 19 (576)
Taventories - . . (133) " 701 (379)
Other assets and liabilities . ’ (5.771) 5,393 5,838
Acconnts payable and accrued mMm.onmmm. . 5424 (16,775) : (17,865)
Other operating activities, net — 15 ) {1,411}
Cash used in operating activities . : (22,713) (17,134) . (728)
Investing activities: ‘
Tnvestments in and advances to busincss ventures . (121 (4.289) (70,186),
Distributions from business ventures : . 3055 1,162 5938 A
Vn&m.&oum and additional equity in subsidiaries . . _ — (5,294)
A dditions to property, plant and equipment, (16,116) ,am 227} ALE521)

: Eﬁ?g.mmo.m%%%@%&.mﬁaa.m_%wﬁa%53»%88&@58 14584710k him | 713012003
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FEGDS! Octogenarian
“investor John Kluge is bracing
for another raucous showdown

BY J HN GORHAM
L GUNG ANATEST N THE 19805
at British ‘brokerage Rowe & Pit-
“Alan Snyder Jut Tus institu-
po,nal cliepts1pio; sometning called
{Metmmcdxa Run by financier John
Tuge; Metromedia OWN& otentiall
mle Television and radio proper-
ties, as well asa nascent celintar tele-

P L - 4 -

- with his sharehnlders-gf@ '/533305

phom, Touasiness. Whlle Snxdar worred
oom any was cheap.
TS0 did Kluge. With Metromedia’s

- stock langmshmg, Kluge took the com-

‘pany. - private in 165% in 5 §1.2 pillion
16 :agedhuyout. Then hé enraged for-
et sharenoiders by. selling off the
jeces for 58 ‘bitlion.

W later Sngder‘ .d
“gther shareholders are ‘agaifi batding the

Bh-year: -old Kluge. Witha7.7% stalee, San

Franaqoo—b':sed Sayder Capital Manage-
T e Targest Imstitutonal Shaie;
holder in Kluge's Metromedia Interna-
fional Group, & hodgepodge of smallish

telecormmUnications, Internet, radio and
cable TV companies spread across China,

K87 FISTURES

AP { WiDE WGRLD FEOYD (s0TTOM), GHRAISTINE BSEOSHE / MIBDLE E

- are again scheming to take
the company. private for a
 songlantside shareholders
agg_xﬁj‘”x -dewn‘ﬂus nmr;

[agcr Pavl Singer of Elhotl
“Associates, which owns 3. 5380
“of “fhe stock;” recently

- cles. Power movers? Eastern European

“Telecommunications agsets? Tell methe

“synergy,. Singer snoris.

NECLENTLS.

Lens claims it got shareliolders rep-
resenting 25% of the stock to attend a
dissident pep rally in February at New
York City's Marriott Marquis. Addmg
40.the presspre, former Metr omedid ex-

W’“‘ . T
True to form, Kl uge is Ganchidea pron

IO
K]ugesmﬂlmnawemdw ‘ " LW T

invinfuyiating inves , eeof : Geals,

" aga ia IWEStOTS. ek Stusrt Subotick. three of the eight ioard seats

fight for

‘ecutive James Hatt filed a Tawsuit

. aganst the company in April. Though

e irice hie formed the com- A former corporate
pany 1995"1&1_&13;0 iedia Interniitional’s  lawyer, Singer is a veteran of scrapes
iToci as fanked by 650 fo.a recent  with dealster Ronald Perelman and for-
$2; 69. Thc oomplamts have a familiar mer government monopoly Telecom
echo.Investors say the company is worth  Italia. He successfully sued the Peruvian
more than §9 a share, They %cwseiﬂuobe government after it tried to force g hair-
and-his longtime sidekick, Stua:t Subot— cut on distressed government bonds.
nick, of ebscuringthe’ To turp up the heat on Kluge,
v;l’e and depres'é, Mg_“ Singer enlisted Leps, the self-appointed
ng] shareholder gadfly outfit in Porfland,
Me., 1o stand for three board seats, If

e

‘the lawsnit-is.over his severance, Hatt @

also airs dirty, Jaundry about the $3.75

_'nulhon 0 annual management fee col-

Iectcd by Subotmick and Kluge’s pnvate
fwldmg corpany.

Lens scored a minor victory re-
cently, after suing to get a look at
Metromedia’s, books. To buy time,
Kluge and Subotnick, who together

M
own 189 of the stock, say they’ll con-
sider separating the company's valuable

Tected, the Lens candidates promise to
force.a sale of Metromedia’s ailing
. Snapper iaanower unit, buy back

stock and separate the company s tele-
millior galn, on A0 esumateﬁ'.&Q miﬂion cor business from its paging, cabIe TV,

oy s = s

investment.: What s a ninority posmon and"radm and Internet o Jaeranons
in Riga  WOLh?" & Snyder huffs. *‘Thev have had fionicore'assets fhat -

telecOm assets as part of a restructur-
ing. They deny trying to confuse share-

holders and say they have no plans 1o
take the company pnvate

Once bitten, twice shy; l_"‘_TheX have
10 be forced to do the right thing,” says
Snyac:c. “Their natural inclination js not

"'_'".CSusplmous that Kiuge and Subotnick  Have actually been: through entire cy-

77,

5 give a damn about shareholders.” F

T e AR




WM{FWW B. W‘%W%
4(/(,& /{ ’% /éf el
2 | WgW Equity CN

Search LAY Sk ood - Options | _Refated Info - TTTUBN Now 45 2001 852

|

Metrumad a International Graup Says [ts CEO, CFO Have Resigned - Page 1/2
Metromedia Internationa fnup Sags Its CEB CFD Have Resigned

New York, ENDV. 15 (Bloomberg) -~“Metrumedia Taternational

Group Ing., whic runs phone and cable~television systems In
Eastern Europe, sald Chief Executive Dfflcer ‘Stdart Subotnitk and .
other top executives resignedl In Fesponse to shareholder concerns. o
Carl Brazell, head of Metromedia’s telecommunications unit,
will re pIacé“@ﬁﬁ“fﬁTEﬁ"aQ“tEﬁ“and“ﬁﬁ%”’TSn ‘Famed president, the
company sald in a statement released by Business uire‘mwTTliam
ﬂgﬁgigg, a former Metromedia executive, was nemed chief financial .
afficer reblact ng, SiTvia Késsel, who quit the company said. .
'ﬂétromadia hacked. by bil ITiofalre John Kluge, said the BN
changes were " ‘in response to sharshalder concerns s and 8 pr provide AR
For a more eiflcient. management structiure, - ThE tompany didn’t ™.
olaborate ang officials weren’t avallable for comment. East
Rutherford, New Jersey-based Metromedia is unprofitable and
shares have plunged 67 percent in the past year.
David Persing resigned as senior vice priesident and general
counsel and will he replaced by Mattheu Mosner, ~general counsel
for the telecommunications unit.

Subotnick will remain a board member, thaugh<he resigned as
fustrallio 81 2 8777 8600 Broazil 5811 3048 4500 rope 44 20 7330 7500 Germeny 4% 69 020410
Hong Kong 852 2977 6000 Jopon 84 3 3201 8800 Singopore 65 G218 1000 B S. 1 212 318 2000 Eopgr‘ight 2003 Bloomberg L.P.
BIn423-1 04-Sep~03 14 ARl
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Metromedia Intern ol Chisf Financial Officer . “Fag
Reconstders Positi i e :

NEW, YORK-~(BUSINESS. WIRE)
Group, Inc. (the Compariy):th
subsidiary Metronedia- Inierh
(MITI), is the ounér gf: i
ventures in Eastern Eurgpe;*:

2001 7-Metramatia Internati ohal

G ="ngws); which through-fts -
inal Telecommunications, Ine,

interests 1n communications foint
ner:-Soviet Union, China and

. Other emerging markets,ﬁﬁﬁgg&gf;_ _ ‘Mgtfwtliiam3§L;ﬁann1n9§f¥j' l(qu- |

| ghe;ﬂempan f%;ﬂggi gipted-trecitive-Vice Prastdent and Lhtet.
Financial UFficer, hag Tectnslderad the Bosition, :For persopal —
“readng, 1F: fanning” has decided at-to Jbin the Conpang, 0 v N

The Company ﬁﬁs.1mmediatslglnammentﬁHYaTSﬁarch for a new' Chief (¢ WA
Financial Gfficer. ST T D ‘ - L
- Rhout Metromedia International Group - S LJQ;ﬁUﬁ% '
-Netrmmedia‘Internatiunalaarnup,slﬁt.*is,hgglabal communications .

and media company. Through 118 wholly ouned subsidiaries and its hﬁyﬁjg_
joint ventures, the Cnmpang-ﬂwhsiand_operates“cmmmunicatinns ant
media businesses in Easierﬂaﬁurape,Tthe?rebublics~oF the former (Zﬂzéf
Soviet:Union, China and other.gnerging markets, These.include a 7
variety of telephony businesses {ncluding cellular operators; <, /it
providers of local,. long distamee'andiinternational services over HL /W

fiber-optic and satellite-based netuorks; internatiohal tol} %ngﬁ,ﬁ
Australic 61 2 9777 8600 Brazil 5511 3048 4500 - -+ Burope 44 20 7330 500 Germony 49 69 9
Hong Keng- 852 B977 6000 Jopun 83 3 3201 8900 Singepors &5 6212 100005, 1 212 318 2000 gzggr'; gtiagsssﬁlagrgbrfr
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" Independent Aundifors’ Report

st A

The Board of Directors and Stockholders
Metromedia International Group, Inc.:

We have audited the accompanying consolidated financial statements of Metromedia International
Group, Inc. and subsidiaries as listed in the accompanying index. In connection with our aadits of the
consolidated financial statements, we also have audited the financial statement schedules as tisted in
the accompanying index. These consolidated financial statements and financial statement schedules are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements and financial statement schedutes based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America, Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement preseniation. We believe that our
audits provide a reasonable basis for our opinion. '

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Metromedia International Group, Inc. and subsidiaries as of
December 31, 2001 and 2000, and the results of their operations and their cash flows for each of the
years in the three-year period ended December 31, 2001, in conformity with accounting principles
generally accepted in the United States of America. Also in our opinion, the related financial statement
schedules, when considered in relation to the basic consolidated financial statements taken as a whole,
present fairly, in all material respects, the information set forth therein.

The accompanying consolidated financiaf statements have been prepared assuming that the Company
will continue as algoing coucernjAs discussed in Note 1 to the consolidated financial statements, the
Company has suffered recurring net losses and net operating cash deficiencies, and does not presently
have sufficient funds on hand to meet its current debt obligations. These factors raise substantial doubt
about the Company’s ability to continue as a going concern. Management’s plans in regard to these
matters are also described in Note 1. The consolidated financial statements do not inciude any
adjustments that might result from the outcome of this uncertainty.

As discussed int Note 2 to the financial statements, effective January [, 2001, the Company adopted the
provisions of Emerging Issues Task Force Issue No. 01-9, Accounting for Consideration Given by a
Vendor to a Customer (Including a Reseller of the Vendor’s Product).

KPMG LLP

New York, New York
April 18, 2002

F-2
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Independent Auditors’ Report
A s
i

The Board of Directors and Stockholders
Metromedia International Group, Inc.:

We have audited the accompanying consolidated financial statements of Metromedia International Group, Inc. and subsidiaries as listed in the accompanying index.
In connection with our audits of the consolidated financial statements, we also have audited the financial statement schedules as listed in the accompanying index. These
consolidated financial statements and financial statement schedules are the responsibility of the Company's management. Our responsibility is to express an opinion on
these consolidated financial statements and financial statement schedules based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Mefromedia International
Group, Inc. and subsidiaries as of December 31, 2002 and 2001, and the results of their operations and their cash flows for each of the years in the three-year period ended
December 31, 2002, in conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the related financial statement
schedules, when considered in relation to the basic consolidated financial statements taken as a whole, present fairly, in all material respects, the information set forth
therein.

The accompanying consolidated financial statements have been prepared assuming that the Company wili continue as a going concern. As discussed in Note 1 to the
nonmo:amﬁoa financial statements, the Company has mnm@aa noocﬁzq net fosses and net owwﬁana cash ammommmomwm mmm does not presently have sufficient funds on hand
anagement's plans in regard o
these matters are also aomo:_u@m in Zoﬁn 1. The consolidated financial statements do not include any adjustments tha ::a fresult from the outcome 3, this uncertainty.

As discussed in Note 4 to the consolidated financial statements, the Company adopted Statement of Financial Accounting Standards No. 142, "Goodwill and Other
Intangibles" as of January 1, 2002.

KPMGLLP

New York, New York
July 11, 2003

E-2
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METROMEDIA INTERNATIONAL GROUP, INC.

Consolidated Statements of Operations (in thousands, except per share amountis)

Revenues
Cost and expenses:

Cost of services and operating expenses
Selling, general and administrative
Depreciation and amortization

Asset impairment and restructuring charges, net

Operating loss
Other income/(expense):

Interest expense

Interest income

Equity in income (losses) of and write-downs of investment in unconsolidated investees
(Loss) gain on disposition of businesses, net

Foreign currency gain (loss)

Other income

Loss (income) before income tax expense, minority interest,
discontinued components and the cumulative effect

of a change in accounting principle

Income fax expense

Minority interest

Loss from continuing operations before discontinued
components and the camulative effect of a change in
accounting principle

Loss from discontinued components

Cumulative effect of a change in accounting principle
Net loss

Cumulative convertible preferred stock dividend requirement

Net loss attributable to common stockholders

http:/fwww sec.gov/Archives/edgar/data/39547/000104746903024149/a2114584210-k.htm

\.|1
[ Years Ended mm&i@
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2002 2001 2060

104,646 S 116,623 S 129,622
28,075 41,757 29,825
78,836 75,049 80,551
27,542 48,487 47 488
8,732 67,848 (1,511)
(38,539) (116,518) (26,731)
(22,267 (20,972) (19,566)
1,146 2,401 5,428
(28,351) (48,384) (15,089)
5,176 (335) 59,020
1,342 130 (606)

31 692 5,032
(42.923) (66,468) 34,219
(81,462) (182,986) 7,488
(6,187) (7,892) (10,349)
(4,692) (3,196) (3.010)
(92,341) (194,074) (5.871)
(15,876) (54,457) (18,433)
(3.157) _ =
(111,374) (248,531) (24,304)
(15,008) (15.008) (15,008)
(126382) $ (263,539) & (39,312)

7/30/2003
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Form 8-K for METROMEDIA INTERNATIONAL GROUP INC

7-Jun-2005

Results of Operations, Triggering Events of Financial Obligati

ltem 2.02, Results of Operations and Financial Condition.

The announcement described in ltem 4.02 befow includas information regarding the results of operafions of Metromedia International
Group, inc. (the "Company”) for the year ended December 31, 2003 and the quarters ended December 31, 2003, March 31, 2004 and
September 30, 2004. See ltems 4.02 and 9.01 below. : ' .

Item 2.04 Triggering Events That Accelerate or Increase a Ditect Financial Obligation or an Qbligation under an 0ff~BaIahce
Sheet Arrangement _

The Company has outstanding $152 million in principal amount of 10 1/2% Sanior Notes dus 2007 {the "Senior Notes"), which are
governed by an indenture {the "Indenture”) betwesn the Company and U.S. Bank Trus National Assotiation, a national banking
association, as trustee (the “Trustee"). As previously announcad by the Company and reported in earlier Securities and Exchange
Commission {"SEC") fiiings, the Company has not filed with the SEC its Annua! Report on Form 10-K for the fiscal year ended December
31, 2004 (the “Form 10-K"), the timely public filing of which is required under the Indenture,

On April 4, 2005, the Trustee issued a notice that the Company's failure to deliver the Form 10-K to the Trustee is a default unclet the
Indenture and that the Company was required to deliver the Form 10-K, and certain other annual certificates (the "Certificates") as
required under the Indenture, to the Trustee no later than June 3, 2005, the sixiieth day following the receipt of the Trustee's notice, in
order to avoid an event of default on the Senior Notes. The Company was unable to deliver the Form 10-K and the Certificates fo the
Trustee on or prior to June 3, 2005 and therefore an event of default has occurred under the Indenture. Upon the occurrence of an event
of default, the Trustee or hoiders of at ieast 25% of the aggregate principal amount of the Senior Notes outstanding can declare ail Senior
Notes to be due and payable immediately. If this were to happen, the Company would not have sufficient corporate cash available to
meet this obligation.

As announced on June 3, 2005, the Company and the holder of In excess of 80% of the aggregate outstanding principal amount of the
Senior Notes have reached an agreement in principie, subject to preparation and execution of definitive documentation, in respect of 4
waiver of the aforementioned event of defauit under the Senior Notes through July 15, 2005. No event of default in respect of the
foregoing will exist during the pericd of the waiver and the Senior Notes cannot be declared due and payable immediately based on the
foragoing during such petiod.

http://biz.yahoo.com/e/050607 mtrm.pk8-k.himl 6/7/2003
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une 3, 2005, the Company issued a press release regarding the event of default. A copy of the press rolease is. attached as Exthibit
71 to this Current Report on Form 8-K and is incorporated herein by reference.

R

ltem 4.02 Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.

n June 2, 2003, the Company concluded that it will be required to restate its previously issued financiai statements as of December 31 ,
2003 and for the years ended December 31, 2003 and 2002 and the GUANGES anded March 31, JUne 3075 nd September30; 2004 8nd

2003. The Company's financial statements for ffiose periods and fts previously announced unaudied Tnancial resuits for the y&ar and
guarter ended December 31, 2004 should thefetora no Tonger Ba Télied upon.

On June 3, 2005, MIG issued a press release regarding the restatement. A copy of the presé release is attached as Exhibit 99.1 to this
Current Report on Form 8-K and is incorporated herein by reference.

The Company's management and its Audit Committee have discussed the decision to restate with the Company's independent rdgistered
accountants. :

ltem 9.01 Financial Statements and Exhibits

T

Y=

———,

e

7 ' 98.1 Press Release of Metromedia International Group, Inc., dated June 3,
\ 2005.
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Revenues
Cost and expenses:
Selling, general and administrative
Depreciation and amorlization
Operating loss
Other income (expense):
Interest expense
Interest income on cash and cash equivalents
> Interest income, net — accérued on credit lines with subsidiaries
Equity in losses of subsidiaries
Gain on retirement of debt
Other income
Income tax {expense) benefit
{Loss) income from continuing operations before discontinued
components and the cumulative effect of changes in accounting
principles
Income (loss) from discontinued components
Cumulative effect of changes in accounting principles
Net (loss) income
Cumulative convertible preferred stock dividend requirement
Net loss atiributable to common stockholders
{Loss) income per common share — Basic and diluted;
Continuing operations
Discontinued components
Cumulative effect of change i accounting principle
Net foss per share attributable to common stockholders

Weighted average number of common shares — Basic and difuted

= 7Y g 3 s = -
DECEMBER 15 200,
SCHEDULE } — CONDENSED FINANCIAL INFORMATION OF REGISTRANTJr
METROMEDIA INTERNATIONAL GROUP, INC.

CONDENSED STATEMENTS OF OPERATIONS

Years Ended December 31,

,

V

2004 2003 2002
{Restated) (Restated)
{In theusands, except per share amounts)

$ e o _
15,586 14,011 8,204

54 132 64
(15,640) (14,143) (8,268)
(16,139) (17,999 (21,921)
356 133 293
39,558 35,710 33,134
(32,613) (27,708) (79,402)
e 24,582 e

76 — 904

(156) — 4,403
(24,558) 575 (70,857)

- 6,595 10,266 (36,269)
o 2,023 (1,127)
{17,963) 12,864 (108,253
(18,790} (17,487) (16,274)

$ (36,753) (4,623) (124,527)
b (0.46) (0.18) {0.93)
0.07 0.11 {0.38)

- 0.02 {0.01)

$  (0.39) (0.05) ¢ (1.32)
94,035 94 035 94,035

The accompanying notes are an integral part of the condensed financial information.

See Notes to Condensed Financial Information on page S-4.

S-1
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&
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(A} The accompanying parent company financial statements reflect only the operations, balance sheet and cash flows of
Metromedia International Group, Inc. (the “Company” or the “Registrant”) for the years ended December 31, 2004, 2003
and 2002, As discussed in Note 1 of the “Notes to Consolidated Financial Statements,” the Company is a holding
company that has economic interests in business ventures that principally provide telecommunications services to
customers in the country of Georgia.

(13) The Company has determined that it should restate certain reports, including the accompanying parent company financial
statements, included previously on Form 10-K and Form 10-Q to reflect the correction of certain past accounting errors,
For additional information and specific errors corrected, see Note 2 of the “Notes to Consolidated Financial Statements.”

{C) The principal repaymenis of the Registrant’s borrowings under contractual terms of debt agreements are as follows {in
thousands):

December 31, 2004

2005-2006 ‘ $ -
2007 b 152,026

For additional information regarding the Registrant’s and subsidiaries’ borrowings under debt agreements and other debt,
see Note 7 of the “Notes to Consolidated Financial Statements.”

On April 24, 2003, the Company completed an exchange with Adamant Advisory Services (“Adamant™} of certain of its
business ventures in Russia for, among other things, $58.6 million face value of Senior Notes held by Adamant,

$5.0 million in cash and a release of its $3.5 million obligation to pay interest acerued on the Senior Notes being
exchanged (see Notes 7 and 12 of the “Notes to Consolidated Financial Statements.” With the completion of this
ransaction, the outstanding principal balance on the Senior Notes was reduced to $152.0 million.

On June 3, 20035, the Company defauited on certain covenants outlined in the trustee agreement governing the Senior
Notes, The Company paid a fee of $0.4 million to holders of the Senior Notes on June 9, 2005, which granted the
Company an extension to July 13, 2003 te remedy the events of default. On July 16, 2005, the Company failed to remedy
the defaults, thus an event of default occurred as of that date,

In addition, on August &, 2003, the Company completed redemption of the Registrant’s outstanding debt with the proceeds
from the disposition of PeterStar. For additional information, see Note 19 of the “Notes to Consolidated Financial
Statements.”

‘B35Jl»_{) and $33 134 fgl (e ycam mdcd Deccmbu 31, 2004 2Q_03._a__gd 2002 iespcctwe y In '1ddmon as outiined in

Note 7 of the the “Notes to Consolidated Financial gtatcments' the Company redeemed $58,605 of Senior Notes in
exchange of its interests in certain businesses during the year ended December 31, 2003,

5-4

hitp://www.sec.gov/Archives/edgar/data/39547/000095012906010159/h38088e10vk.htm  10/17/2007
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Metromedia International Group, Ine.’s Original 2002 Form 10-K
versus the Restated Form 10-K Not Filed Until December 15, 2006

December 31, 2002 Form 10-K p. F-20

Item “6. Investments and Advances to Business Ventures” Analysis

By their own description, Metromedia kept very close tabs on all the
cash in their subsidiaries and their business ventures, This stands in
stark contrast to other accountings in the same filing, and shareholders
want to know why?

Again, Metromedia reported contractual obligations to provide up to
$103.9 million for 2002, with $18.4 million still available in the credit
facility. That meant that Metromedia’s loans totaled only $85.5 million
to their business ventures at the end of 2002.

The interest on that amount of debt would have been $5.13 million at
6%, or approximately $10.26 million at 12%.

Yet Metromedia in its “(Restated)” Condensed Statements of
Operations and Footnote D on pp. S-1 & S-4, is showing “non-cash
intercompany interest” of $33.134 million for 2002.

At 6%, $33.134 million would be the interest on approximately $550
million in debt. At 12%, $33.134 million would be the interest on
approximately $275 million in debt.

So if you deduct the $85 million Metromedia said was outstanding in
their Form 10-K, then there is somewhere between $190-465 million
that’s also unaccounted for in their report.

The question becomes: Can Metromedia have it both ways: they had a
liquidity crisis, but they really did not if they had that kind of money to
lend “intercompany”?

There is no accounting for any of this in their Form 10-K, so the next
question becomes: Were these loans for real?



If they were for real, then why weren’t they reported to shareholders
who needed to know about them to understand the risks their
investments represented?

If they were not for real, then what was the purpose of claiming to have
made all these loans to the business ventures, most of which were
ultimately written off as uncollectible?



December 30000 Form /0-K  “ion)

7
i
I

.

/a 4 Property Intangibies, Investments in /n\\
<

and exclosive of and advances to .
equipment geodwill Goodwil . business ventures Total
Technocom 3 28923 % 14,082 $ 23822 % — 3 66,829
Kosmos TV — — — 16,816 16,816
Telecom Georgia — — — 10,180 10,180
BELCEL — — - 5,247 5,247
QOther — —_— 2,550 4,509 7.059
Totals $ 28925 § 14,082 § 26372 % 36,752 % 106,131
F-19

The 2001 impairment charges relating to consolidated ventures of $69.3 million are reflected in the restructuring and asset impairment charge on the accompanying
consolidated statement of operations, net of $1.5 million of recoveries of a previous restructuring provision and an equipment payment guaraniee. The 2001 impairment

charges relating to unconsolidated ventures of $36.8 million are reflected in the equity in losses of and write-down of investment in unconsolidated investees, in the
accompanying consolidated statement of operations.

2000 Impairment Charge

In 2000, the Company recorded a non-cash impairment charge on three of its CIS and Eastern Burope business ventures totaling $5.4 million as 2 result of
performing an analysis of the recoverability of long-lived assets in accordance with the provisions of SFAS 121.

Recoveries

As part of its investment in Tyumenruskom, the Company agreed to provide a guarantee to the financing party of Tyumen's then $6.1 miltion equipment financing
obligation. In 1999, the Company reserved $4.3 million for its contingent obligations under this guaraniee. In 2002, 2001 and 2000, Tyumenruskom generated cash and
partially repaid its debt. As a result, the Company recorded recoveries under the guarantee of $1.0 million, $1.2 million and $0.7 miilion, respectively.

In 2000, the Company recovered certain monies totaling $4.1 million related 1o its equity method investees in China. Such amounts had previously been written off.

T
Bmmnbmuﬁ and Advances to Business Ventures

o D o Losns TO BISTNESS VENTURES=
— o £4C ST renN AT (23170

%mﬁ%g are made to business ventures and subsidiaries in the form of cash, for working capital purposes, payment of expenses or capital expenditures, or in the
form m%\mmm%:ﬁmmwﬁowmm& on behalf of the business ventures. interest rates charged to the business ventures and subsidiaries range from prime rate to prime rate plus.
6%: The credit agreements generally provide for the payment of principal and interest from 50% of the business ventures’ and subsidiaries' available cash flow, as defined,

htine Harsny can anud Arehivacladoarfdata/30847/000T104T46803024149/32114584210-k htm 713072003
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! prior to any substantial distributions of dividends to the business venture partners. The Company has entered into credir agreements with its business ventures and

AR

subsidiaries to provide up to $103.9 million in funding of which $18.4 million in fufiding obligations remain at December 31, 2002. The Company's funding commitments

i

iFe contingent on its approval of the respective business venfures: and subsidiaries business plans. The Company s ability to fund these commitments is awmgawﬁ on the

fesolution oH, its liquidity issues (see Note 1).

Egquity Method Investment Information

At Decermber 31, 2002 and 2001, the Company's unconsolidated investments in and advances 1o business ventures in Eastern Europe and the CIS, at cost, including

associated net goodwill and

E-20

intangible asset balances, and net of adjustments for its equity in earnings or losses, impairment charges and distributions were as follows (in thousands):

Name 2002 2001 Ownership %

Wireless Telephony

Magricom, Georgia $ 30297 8§ 24,538 35%

BELCEL, Belarus — 894 50%
30,297 25432

Fixed Telephony

Comstar 25,135 55,395 50%

MTR-Sviaz, Russia 1,218 1,091 49%

Telecom Georgia, Georgia 33 461 30%
26,386 57,147

Cable Television and other Communications Entities

Kosmos TV, Russia 6,054 8,079 50%

Baltcorn TV, Latvia 4,656 4,682 50%

Cosmos TV, Belarus 1,821 1,761 50%

Alma-TV, Kazakhstan — 5,737 50%

Other 1,437 1,401 35%-50%
13,968 21,660

Tozmal 3 104,239

http:/fwww.sec.govfArchives/edgar/data/39547/000104746903024149/a2114584210-k htm 7/30/2003
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Kevin Mci.aughlin ~ -
From: Margaret Purdy [Margaret @brookslodden.com] /

Sent: Tuesday, October 04, 2005 5:.01 PM

To: Kevin Mclaughiin

: N 4
Subject: FW: Questions %%Ngﬂi @OM/VW/V/ <

5 QUESTIONE Afont, Aub

Mr Mclaughlin.doc

vV

VOV VOV VY

VOV VY VYV VY Y VY

(20}@' m,lé\i [ /(/F,_-Ag/\/yﬁ/
ACOUNTIN G StummARy

Sent : Tuesday, QOctocher 04, 2005 8:53 AM
To: 'kevinmébd{s.com'

Subject: Questions

Kevin,

Attached are guestions Ted Lodden has for you. Please review them and
get back to him with your response. If you have any questiong please
give him a call. Have a great day.

Thanks

Margaret

Brooks Lodden, P.C.

> » <<Mr McLaughlin.doc>>
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3. On page 70 of the 12/31/2001 LOK, it states that the credit line available to business ventures was $207.8
million and that $46.3 million remained at December 31, 2001, That means that $161.6 million had
been advanced. On page F-20 of the 12/31/2002 [OK, it states that $103.9 million was available and Z24R
that $18.4 million remained. Thus the outstanding credit line was $85.5 million. Therefore, $76.1 \& '
million was received from the business ventures during 2002. I do not see the cash flows on page F-5
{consolidated statement of cash flows) or page S-3 (condensed statement of cash flows) contained in the
12/31/2002 10K. | T HI% SENTENEE. DELETES ME 79 REFERENCE. 70

idw,;, FTIENTIAL Ao OANTING S UM ARY,
[ How do you expiain tnis !

O

4.

/
b T BE DTsOrosED. BuT

QuestTony 3 Comes Fram Fubire
TNFORMATTON AND KELATES VD
BPPRo NTMATELY A YEAR A A
L F OF KEVENHES LONBEN, MR

IWC qretizand AND HTS ATVORNEYS

Founh WISSTNG WITH No EXPAng7sy
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<DRSCRIPTION>METROMEDLA INTERNATIONAL GROUP, INC. 8-K
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WASHINGTON, D.C. 20340
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CURRENT REPORT

_ UNITED STATES - ﬁﬂ%/{
SECURITIES AND BXCHANGE COMMISSION M -

pursuant bo Section 13 or 15(d) of the
Securities Exchange Act of 1834

Date of Reporlt (Date of earliest event reported) : JULY 9, 2004

METROMEDIA INTERNATIONAL GROUP, INC.

(Exact name of registrant as specified in its charter)

Delaware 1-5706 58-0871455
(o or oimer iumisdicrion of  (Commission File Nomber)  (IRS mmployer
incorporation) Identification No.)
8000 Tower Point Drive, Charlotte, NC 28227
(aadress of principal executive offices) (2ip Code)

Registrant's telephone number, including area code: (704) 321-7380

{Former name or former address, if changed since last report}

<PAGE>
- ITEM 4. CHANGES TN REGISTRANT'S CERTIFYING ACCOUNTANT _;:::)
T e

accounting firm for Metioméedia ThREtarnat Lonal Group;”

dily ©, 2004, KPMG LLP notifisd tHE Coipany that it has resigned B8 Lh
ﬁg&g§iﬁa%mg§§epeﬁaEﬁE'rqusteféawb E”Eéégﬁﬁfgﬁgrg;rm'fafmthé'Eéﬁpaﬁ§. in
addition, on’3&1&?”7“20@%{“Eﬁé"66ﬁ§any“6ﬁ§é§éa”ﬁﬁﬁﬁ Limited, based in Moscow,
Russia, as its principal independent registered public accounting firm. The

decision to appoint KPMG Limited was approved by the Audit Committee of the

http://www .sec.gov/ Archives/edgar/data/39547/00011 5752304006335/a4679919.txt 11/3/2004
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ﬂﬁaﬂY'S Board of Directors.

The Company was advised by KPMG LLP that it was more a

o e The Company!'s principal indépendent publ

ppropriate for KPMG
ounting firm since
it audi iEiaily all of the Company 8 Operacing busiless VEntures as a
result ¢ Company’s restructuring Thitiatives . Furthermore,” present Company
plans B¥E ¥5 Gontinue €o maintain the Company's recently opened corporate
headguarters office in Charlotte, North Carolina, where the Company's Chief
Financial Officer, General Counsel, Chief accounting Officer, Assistant General
Counsel and Corporate Controller maintain their current of fices. KPMG Limited
will also continue as the principal independent registered public accounting
firm for both PeterStar, the Company's principal consolidated buginess venture
and Magticom Limited, the Company's principal unconsolidated business venture,
and as such, will continue to lLssue audit reports for these business ventures

standalone consolidated financial statements.

The audilt reports of KPMG LLFP on the Company's consolidated financial
atatements as of and for the vears ended December 31, 2003 and 2002 did not
contain any adverse opinion oxr a disclaimer of copinion, nor were they gualified
or modified as to uncertainty, audit scope, ox accounting principles except for
the following paragraphs:

The accompanying consolidated financial statements have been prepared
assuming that the Company will continue as a going concern. As discussed in
Note 1 to the consolidated financial statements, the Company has suffered
recurring operating losses and net operating cagh deficiencies, and does
not presently have sufficient funds on hand to meet its current debt
obligations. These factors raise substantial doubt about the Company's
ability to continue as a going conceri. Management 's plans in regard to
these matters are also described in Note 1. The consolidated financial
statements do not include any adjustments that might result from the
outcome of this uncertainty. '

as discussed in Note 4 to the consolidated financial statements, the
Company changed its policy regarding the accounting for certain business
ventures previously reported on a three-month lag basis as of January 1,
2003.

As discussed in Note 4 to the consoclidated financial statements, the
Company adopted Statement of Financial Accounting Standards No. 142,
“Goodwill and Other Intangibles* as of January 1, 2002.

Tn copnection with the audits of the two years ended December 31, 2003 and
2002, and subsequent interim pexiods preceding the date of the resignation of
KPMG LLP, there were no disagreements with XKPMCG LLP on any matter of accounting
principles or practices, financial statement disclosure, or avditing scope or
procedure, which disagreements, if not resolved to the satisfaction of KPMG LLP,
would have caused it to make reference to the subject matter of the
disagreements in connection with its report on the Company's consolidated
financial statements.

KPMG LLP advised the Audit Committse an
KPMG LLP's audits £ v Ehe Jears ended
e ELETE TRl Sihe 5 years encec . o material wea
LLF has advised the p he stafidards of the Public Company

AcEounting (versight Board (URTEed SCAESEY, A wmalerial Weakness is a significant

¢ management that in_connect;ggmgigg
it noted
eaknesges. KPMG

deficiency, ggwpombfﬁaﬁgﬁﬁ:§£m§}gnifican;wgeffqigﬁﬁies,Atha;ﬂgggg};guin more

‘han & remote likeiinood that a matérial misstatement of the annual or intevim
fTmanaTal Starements will Dok be preventsd or detected. The Company disclosed
these mALerial weaknesses in internal CONLYoL and actions taken t£o addi@ss such
HATeTiE] weaknesses if iEsTForfi-T0=grEsr T ElE  quarterended March 31,7°2004 as
e Tone - il SRR a2

In the fourth guarter of 2003, it was determined that the Company’s

hitp://www.sec.gov/ Archives/edgar/data/39547/0001 15752304006335/a4679919.txt 11732004



Commentary and Question:
To summarize Metromedia’s questionable accountings for 2002:

$65.4 million unexplained reduction in “Distributions from business ventures” two years
after the original entry for the cash received; $76.1 million in payments from
“Investments and Advances to Business Ventures” in item #6, which Telford Lodden
could never even find in the filing, and something approximating an additional $190-465
million in “intercompany” loans that were never disclosed.

This makes the total accountings in questions approximately $331-606 million for the
2002 SEC Form 10-K filing. And all these assets went missing in a year when the
Company reported revenues of $104 million.

Further:

Metromedia had three outside auditors, or certifying accountants, from 2004 until 2007:
KPMG LLP; KPMG Limited of Moscow, Russia, and a division of Grant & Thornton.
But the interesting thing is that the Company, its managers and directors never produced
a single audited financial report after the 2004 Form 10-K. Senator Tom Harkin
described the three auditors in just three years as a “red flag.”

Sharcholders want to know, and Representative Linda Upmeyer, in an email to
Metromedia’s attorneys, Maeve O’ Connor and Steven Klugman at Debevoise &
Plimpton in New York, demanded copies of billings from these accounting firms to sec
what stockholders had been paying for, that we never ever received, in the way of
financial accountings?

Representative Upmeyer also demanded copies of billings from the law firm of Paul,
Weiss, Rifkind, Wharton & Garrison LLP, to see what Metromedia’s sharcholders paid to
see to it that questions [ was raising in my books and records demand, (Delaware
Chancery Court C. A. No. 156-VCL), never got answered.,

In other words, we got a lot of information that tells a lot of the story. But we never got
answers to questions about roughly $331-606 million that was missing in the 2002 Form
10-K.

Where did Metromedia get all that money to lend “intercompany” in the middle of their
claimed liquidity crisis?

Seventeen lowa legisiators signed demand letters for copies of the confidential
documents my attorneys and [ won over the course of about three and a half years in the
Delaware courts. Those documents are here today and, at some point, nced to be made
public by the lowa General Assembly in an effort to protect their constituents, or by
federal legislators and committees looking out for the more than 6,000 shareholders in
Metromedia.
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Summaries of several asset sales: PeterStar telephony system
in St. Petersburg; Moscow-based Comstar, the fixed-line
telephony operator; Kosmos TV, the Moscow cable TV system,

and the “Radio Businesses,” ZAO SAC and Radio Katusha,
also in Moscow

Comstar:

Comstar was purchased in 2000 for $60 million. It was located in one of the most
important capitols in the world, Moscow, which was experiencing rapid economic
growth. This investment was a 50:50 joint ventare with the Moscow City Telephone
Network with connections to 4.5 million existing customers and it had more sources
of revenue, according to the Company’s 10-Q in Novemebr of 2003, than a race
track has horses,

In April of 2003, Comstar was sold, but not alone. Included in the sale were Kosmos
TV and radio stations ZAO SAC and Radio Katusha. Readers will remember that
Metromedia told Forbes Magazine that they used their radio stations te drive
business and subscribers to their telephony and cable TV assets.

The price for all these assets, in spite of the economic growth, was the cancellation of
$58.6 million of Metromedia’s Senior Notes and $3.5 million in interest on them,
along with $5 million in cash.

A little over a year later, Dow Jones ran the article “Wealthy Russians Jump Line to
Tap Phone Services™” which reported that lots of customers were willing to pay up to
$10,000 to get phones and that Comstar was cashing in on the boom. Does it make
sense that investors like Kluge, Subotnick and Rupert Murdoch’s News Corporation
would miss out on such a great opportunity by a little more than a year?

Secondly, investors never saw any evidence of meaningful due diligence so they
would know who was buying Metromedia’s assets. Did the controlling shareholders
sit still for that?

PecterStar:

PeterStar came to Metromedia through the acquisition of PLD Telekom in St.
Petersburg, controlied by Rupert Murdoch’s News Corporation. It came to be the
leading competitive local exchange carrier in that city., The minority stockholder in



PeterStar was OAO Telecominvest, which was controlied by First National Holding
S.A. of Luxembourg.

In late 2004, there was an offer to buy all of Metromedia’s assets for $300 million.
But Esopus Creek Capital LL.C and Mellon HBV Alternative Investment Strategics
LLC objected in writing and threatened a proxy fight to stop the sale. In spite of
promises of a vote on the sale of PeterStar, the common shareholders never got to
cast a ballot. And there is not one sign of an objection by Kluge, Subotnick or News
Corporation, whose executive vice president, I. Martin Pompadur, was always a
director since September 1999,

Very shortly thereafter, Metromedia produced another offer for PeterStar alone for

$215 million, also driven by First National Holding. This valued the rest of the
assets, mainly the telephony system in the Republic of Georgia, for $85 million
because of the first offer of $300 million for everything.

PeterStar wound up being sold, but the controlling sharcholders never gave any
evidence that they agreed with Esopus and Mellon. Their letters are included her
which condemn the exclusive natuyre of the transaction; the valuation of the assets,
and the huge bonus management was to receive, which was proposed at 5% ecach,
for Mark Hauf, Chairman and CEQO, and Harold F. Pyle 111, the CIFO.

The letter from Esopus put a value on the telephony assets in the republic of
Georgia at $1 Billion, far above the $85 million mentioned relative to the sale price
above.

Sale of Remaining Assets in republic of Georgia:

In the fall of 2006, Metromedia had another offer for all the assets at the $480
million level. And again, the common sharcholders were not to get a vote. But
instead of Kluge, Subotnick and News Corp. standing up in opposition to the
transaction, it was Esopus and Black Horse Captial.

The Delaware court ruled in the plaintiffs’ favor and the transaction was stopped.

But the SEC came along in April of 2007 and gave Metromedia 15 days to get its
financial filings current, or face the deregistration of its common and preferred
shares, and the possible censure and fining of its officers and directors. The
amazing part was that the SEC did absolutely nothing.

Metromedia came back to the shareholders with an offer to sell the remaining assets
for $1.80 per common share, which left the preferred shareholders in limbo. With
approximately 103 million shares outstanding because Mark Hauf, the CEO was
being given more than nine million shares as a bonus, the Company was sold in the
fall of 2007 for about $185 million.
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The buyer was controlled by Arkady “Badri” Patarkatsishvili, a known fugitive
from Russian justice according to Forbes Magazine, (“Reform, Caucasus-Style”
January 10, 2005), With the sharcholders unable to mount a defense, the remaining
assets were sold without any evidence of any objections by the controlling
shareholders.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITICN AND RESULTS
OF OPERATIONS (CONTINUED)

notes plus accrued and unpaid interest to the date of repurchase (if such
repurchase is after March 30, 2002}.

The Indenture for the Senior Discount Notes permits the Company to finance the
development of its communications operationg. The Indenture for the Senior
Discount Notes limits the akility of the Company and certain of its subsidiaries
to, among okther things, incur additional indebtedness or issue capital stock or
preferred stock, pay dividends on, and repurchase or redeem their capital steck
or subordinated obligations, invest in and sell asgsets and subsidiary stock,
engage in transactions with affiliates and incur additional liens. The Indenture
for the Senior Discount Notes also limits the ability of the Company to engage
in consolidations, mergers and transfers of substankially all of its assefs and
also contains limitations on restrictions on distributions from its
subsidiaries.

TRAVELERS. BAlso at completion of the Company’s acquisition of PLD Telekom, PLD
Telekom paild The Travelers Insurance Company and The Travelers Indemnity Company
{together, "Travelers") approximately $8.7 million of amounts due under the
revolving credit and warrant agreement dated November 26, 1997 between PLD
Telekom and Travelers {the "0ld Travelers Agreement®). PLD Telekom and Travelers
also entered into an amended and restated revolving credit note agreement (the
"New Travelers Agreement") pursuant to which PLD Telekom agreed to repay
Travelers the remaining $4.9 million due under the 0ld Travelers Agreement on
August 30, 2000 and to pay interest on the outstanding amount at a rate of
10 1/2%. The $4.9 million was repaid on August 30, 2000, fully discharging the
obligaticn to Travelers.

——

L
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enable Comstar ﬁmlmm4MH@wMMﬁwW;med%omm\ point-to-point data communications,
frame relay, u@g;lmm;mgd0ﬁmHiwwmwMWmew%WW@!MMWQHomm. s Aﬁ

E T [T vy
5. SRR L e e

well-established platform that facilitates all types of Ip services through a MHMWMM&
C £ )

2o e
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The agreement with Marconi required the Communications Group to place . H A ¢
$3.0 million in escrow, pending closing of the transaction. In the event that ‘
the acquisition is not completed by November 30, 2000, Marconi has the right to
terminate the Purchase Agreement and, in certain circumstances, ratain the i
escrowed funds. In addition, the purchase price is subject to escalation in s ya
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METROMEDIA INTERNATIONAL GROUP, INC, 57)7
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Accordingly, as of December 31, 2003, the income statement of the Company for current and prior periods has presented the results of
operations of the discontinued componenis, including any gain or loss recognized oh such disposition, in income (toss} from discontinued
componenis and the balance sheei presents the assets and liabilities of such operations as assets and liabilities of discontinued components.

A summary of significant dispositions of such businesses from January 1, 2002 to December 31, 2003 are summarized below,
Sun TV

On November 12, 2003, the Company sold its interest in the Moldovan cable television company Sun TV and Sun Constructie S.R.L., a
Moldovan trading company, to Lekert Management, LTD, a company organized under the laws of British Virgin 1slands for cash consideration
of $2.1 million. Lekerl Managemeni, Ltd. is an affiliale of Neocom S.R.L., which owned 35% of Sun TV prior to the transaction. The Company
recorded a charge 1o earnings in the third quarter of 2003 in the amount of $0.4 million to reflect its investment in Sun TV and Sun Constructie at
the lower of cost or fair value less cost to sell. The impairment charge is included in the results of discontinued operations.

Techinocom Transaction

Omn June 25, 2003, the Company sold its wholly ewned subsidiary, Technocom Limited (“Technocom™) for §4.5 miliion. Teclmocom held
interesis in several Russian telecommunicalions enterprises including satellide-based transport operator Telepost-TP. Simultaneous with the sale
of Technocom, the Company entered into agreements intended to settle all historical claims concerning Technocom-relaled businesses, including
claims arising from litigation in Guernsey that Technocom initiated in 2002 concerning its majority-owned subsidiary Roscomm and from
arbitration proceedings initiated in 2003 in connection with that Guernsey litigation. The Company further expects that the broad releases, from
and among ail potential claimants contained in the settlement agreements, will avoid any further dispute in connection with Technocom, its
subsidiary businesses, or iis past or present stakeholders,

The Company received cash proceeds of $4.5 million and incurred closing costs of $0.6 million, principally legal fees and severance costs,
resulting in & gain of $2.8 million on the disposition, which was recorded in the three months ended June 30, 2003, Such gain is included in the
resulis of discontinued operations.
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On April 24, 2003, the Company compleled an exchange with Adamant Advisory Services (“Adamant™) of its ownership in certain of its
business units in Russia for approximately $58.6 mitlion, face value, of the Company's Senior Notes heid by Adamant, The Company convcj@d
1o Adamant its ownership interests in Comsiar, a Moscow-baged fixed-line lelephony operator (“Comstar”); Kosmos TV, a Moscow-based cable
television operator (“Kosmos TV?); -and the Company’s Russian radio businesses (the “Radie Businesses”). In addition to conveying the Senior
Notes 10 1he Company, Adamant paid $5.0 million in cash and released the Company of its $3.5 million obligation to pay interest accrued on they
Senior Notes being exchanged, The consideration was determined by arms length negotiations between the Company and Adamant.

The Company has recorded a gain related to this transaction of approximately $31.6 million in the year ended December 31, 2003, which is
comprised of a $24.6 million gain related to the carly extinguishment of the exchanged Senior Notes and a $7.0 million gain on the transfer of the
Company’s interests in the Radio Businesses. Such gain on carly debt extinguishment was adjusted to $24.6 million in the third quarter of 2003,
due 10 a favorable adjustment of $0.5 million to professional fees previously accrued. The gain on carly extinguishment was reflected in the
Company’s income from continuing operations in the three months ended

F-15
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10/25 4:48A (DJ) =DJ FOCUS: Wealthy Russians Jump Line To Tap Phone Services
Story 0805 (AFK.YY, GLDN, MGTS.RS, MTRM, NNSI.RS, ROS, RTKM.RS, SPTL.RS...)
By Anna Ivanova-Galitsina
Of DOW JONES NEWSWIRES

MOSCOW (Dow Jones)--Wealthy Russians are happy to pay $10,000 to jump the
lane for a phone and the country's fledgling private Lelecommunlcatlons
operators are cashing in. _

As luxury apartment blocks mushroom in Moscow and other majer cities,
wealthy buyers are bypassing state-owned carriers which are hamstrung by fixed
prices and whose gluggish response to the rapidly liberalizing telecom sector
means the less well-off have to walt up to a year for a phone line. There's no
shortage of customers eilther, with this revenue source an unexpected bonus for
the new aggressive breed of Russian telecom operator.

"When we were building networks for large coxporations, many top MANAgers
asked us for the same services at home. These were well-to-do people and they
were prepared to pay.," sald Alexander Vinogradov Chief RExecutive of
Moscow-based Golden Telecom Inc. (GLDN), Russia's largest alternative
operator.. SR

Golden Telecom now generates around 8% of annual sales of $360.5 - million
from individuals and Vinogradov says he expects revenue from these wealthy -
private customere to rise ag incomes grow. and more top-tier real egtatesis

bought. ’ Ty REERRE R
According to real estate journal Square Meter, there are more thanJSO‘“
so-called "elite: blocks" - where prices for spacious apartments start at -'.7 .}

around $500,000 -~ being built each year in Moscow, aleng with about: 250
country houses costihg more than $1 million in the city's outskirts., b oo

'"Demand stlll exce§§§m§ppply Iy far,ﬁ sald edltorwlnwchlef Mlkh&ll Morozov
have established themselves as major rivals to the state owned crowd by
focusing mainly on corporate clients.

These operators have initially targeted Moscow and 5t., Petersburg, where
average individual annuval incomes are three times higher than those of the
average Russian. In these cities 33% of citizens enjoy higher incomes compared

%en te of "public Opinion .
AFK Sistema's (AFK.YY) ZA0 Comstar, Golden's main rival in Moscow, started
by providing telecom sorVLces to building firms. T e
Chlef Executive Semyon Rabovsky told Dow Jonés Newswires his company now

controls a third of the elite reél estate market and expects this gector to
geﬁeraﬁé moxe than $3.5 million in revenue for Comstar 1a 'M'W, & 30% riEe on
kﬁgwxgar.

regular customer spends on tHE plone éach. mon%h Monthly bills for Golden

Tgfécom or Comotar sg§§611bers averége $130 & month, “according to Alexander
Konovalov, commercial director of stabe-owned OAD Moscow City Telephone
Networlk (MGTS.RS}.

MGETS, by contrast, charges a flat fee of $6 a month for fixed-line

telephony, about $30 a month for Internet use and a $200 connection fee,

L 2. 1% in the rest of the country,_accordzng to a study by Lhe All Russaannmﬂw
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Xonovalov said.
Comstar and Golden say connection and monthly charges vary, depending on how
much they invested in wiring up a building and how much traffic is generated,
Aside from squeezing more cash out of their clients, the operators nete that
combining corporate and private clients allows more efficient use of network

capacity

own cable networks.
" These networks have to be connected to hoth the local incumbent for local
calls and the national long-distance grid operated by OAO Rostelecom (R0OS) for
intercity and international access.

Alternative operators say that incumbents sometimes create obstacles but
these are usually resolved by negotiation. Court cases are rare

The alternative operators stress that they're only targeting the wealthy and
have no plans to aim for the less lucrative broader consumer market.

in any event, the majority of Russians simply can't afford the services
offered by the likes of Golden Telecom or Comstar. According to the &tate
Statistics Service, the average Russian earns $£223 a month. State- employed
teachers or doctors get between $50 and $80.

"We don't plan to enter the mass market of newly~bu1]t houseg,_we plan to;
work with individual bulldings and” condomlnlums,;'sayw Viktor Koresh, CEO of

L rusloo

Mctroygglqngpternatlonal Telecommunlcatlons ne. 's (MTRM) ZAD Peterstar.

Comstar aims to boost its markét Bhare i Miostow, the capital’ s woalthy
QUbulbéwéﬁﬁ oLher cxtles R

S e SO RSN R,

'outslde Moscow
“The company 1 is bulldLng a.network that will Anitially connect some 600

villas near Moscow, glVlng"CbmsLar customers ‘the same serv.lcew they get in the -

c1ty, 1nc1udlng hlgh speed Internet and cable Le]cv131on and even remoLe‘

“These nlche revenue 0pportunlties for the a alLernatlve telecom companies
underline the delay most would-be customers face in getting & phone installed.
Historically, Russians who buy new apartments have to wait several months,
sometimes years, for incumbents to install a phone. There are no financial
incentives to fix new lines because strict government regulation means that

-for social. reasons tariffe.are.kept below.cost. .. .

In Moscow, 35,000 are waiting for an MGTS phone Jnstajidtlon whlle in St
Petersburg 62,000 are on the list to be wired by state-owned OAD North-West
Telecom (SPTL.RS).

Bejatedly,_these incumbents have woken up to the opportunlty

"We ve suddenly realized that there are all these small companies wiring up
elite apaerent blocks and wé ‘re not dogng so,' sald Konovalov of MGTS T N ow

SV e e v

oAD Volgatolecom (NNSI.RS), a state—owned operator in the prosperous
southexrn Volga region, says it has been successful in attracting VIP clients.

"We understand that we have to get the cream of users fast and polish up our
ma:keting,' said V]adlmlr Lyulan, Volgatolccom chief executive.

¢ i 21 “”‘are burdened by decadcs cf lanfJCIGDCY
TMGT T3 ' has an 1mag9 problem. It just isn't upscale enough for this segment
and can get in the way of selling these elite apartments, " says Morozov of
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£ 1.01, Entry into a Material Definitive Agreement.

(rat Supplemental Indenture

On June 14, 2005, Metromedia International Group, Inc. {the *Company")
entered into the First Supplemental Indenture (the "Supplemental Indenture'")
with U.8. Bank National Association (f/k/a U.S. Bank Trust National
Association), a national banking association, as trustee (the "Trustee"), which
amended and supplemented the Indenture, dated as of September 30,.19%99, between
the Company and the Trustee, governing the Company's 10 1/2% Senior Notes Due
2007 (the "Senior Notes'"). The net effect of the Supplemental Indenture is as
follows:

o The Company has been granted an extension to July 15, 2005 to file
with the United States Securities and Exchange Commission ("SEC") and
to furnish the Trustee and the holders of the Senior Notes with its
Annual Report cn Form 10-XK for the fiscal year ended December 31, 2004
{"Current Annual Report®), and to deliver tc the Trustee an officers'
certificate and a written statement of the Company’'s independent
public accountants reguired to accompany the Current Annual Report
{the *CPA Statement"}.

As previously announced by the Company, the Company was not able to
file the Current Annual Report with the SEC, deliver the Current Annual Report
to the Trustee and the hoiders of the Senior Notes and deliver an officers’
certificate and the CPA Statement to the Trustee by June 3, 2005 in order to
avoid an Event of Default on the Senior Notes. As a result of the execution of
the Supplemental Indenture there no longer exists any event of default on the
Senior Notes in respect of the Company's failure to take the actions described
in the preceding sentence. The Company's failure to comply with the terms of the
Supplemental Indenture and file the Current Annual Report with the SEC, deliver
the Current Annual Report to the Trustee and the holders of the Senior Notes and
deliver an officers® certificate and the CPA Statement to the Trustee by July
1%, 2005 will result in the occurrence of the event of default described in the
first sentence of this paragraph. If such an event of default were to occur, the
trustee or holders of at least 25% of the aggregate principal amount of the
Senior Notes outstanding can declare all Senior Notes to be due and payable
immediately. If this were to happen, the Company would not have sufficient
corporate cash available to meet this obligation.

The foregoing description of the Supplemental Indenture does not
purport to be complete and is gualified in its entirety by reference to the
Supplemental Indenture, which ig filed as Exhibit 4.1 hereto and incorporated
herein by reference.

The press release announcing this matter is attached as Exhibit $9.1
and is incorporated herein by reference.

<PAGE>

Peterstar Share Purchase Agreement Amendment

On June 14, 2005, the Company entered into a Letter Agreement (the
"Letter Agreement") with First National Holding S.A., a societe anonvme
organized under the laws of Luxembourg ("FNH®), Ewergent Telecom Ventures S.A.,
a socliete anonyme organized under the laws of Switzerland ("ETV'), and Pisces
Investment Laimited, a company organized under the Companies Law of Cyprus and
wholly-owned subsidiary of FNH and ETV {"Pisces," and together with FNH and ETV,
the "Buyers"), pursuant te which the Company and the Buyers agreed to amend
certain provisions of that certain Share Purchase Agreement, dated as of
February 17, 2005 (the “"Purchase Agreement"}, by and among the Company and the

http://www.sec.gov/ Archives/edgar/data/39547/000115752305005560/2491305 1 .1xt

Page 2 of 5
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contemplated by the Purchase Agreement, if such meeting is held less
than sixty (60) days prior to March 31, 2006. The Company is obligated
to pay the Buyers a $5.0 million fee in the event the Purchase
Agreement is terminated by the Company in accordance with the
foregoing.

The foregoing description of the Letter Agreement does not purport
to be complete and is gualified in its entirety by reference to the Letter
Agreement, which is filed as BExhibit 10.1 hereto and incorporated herein by
reference.

The press release announcing this matter is attached as Exhibit %9.1
and is incorporated herein by reference.

Additional Information and Where to Find It:

The Company intends to file with the SEC a proxy statement and other
relevant documents in connection with the proposed sale of the Company's
interest in Peterstar to the Buvers. Investors and security holders of the
Company are urged to read the proxy statement and other relévant documente when
they become available because they will contain important information about the
Company. the Buyers and the proposed sale. Investors and security holders of the
Company may obtain free copies of the proxy statement and other relevant
documents filed with the SEC {(when thevy become available) at the SEC's website
at www.sec.gov, and at the Company's website at www.metromedia-group.com. In
addition, investors and security holders of the Company may obtain free copiles
of the proxy statement (when it becomes available) by writing to 8000 Tower
Point Drive, Charlotte, NC 28227, Attenticn: Investor Relations, or by emailing
to investorrelations@mmgroup.com.

The Company and its directors, executive officers, certain members of
management and certain employees may be deemed to be participants in the
solicitation of proxies in respect cof the proposed sale. A description of the
interests in the Company of its directors and executive officers is set forth in
the Company's annual repcert on Form 10-K for the fiscal year ended December 31,
2003 filed with the SEC on May 26, 2004 and in the Company's proxy statement for
its 2003 annual meeting of stockholders filed with the SEC on October 20, 2003.
Additional information regarding the persons who may, under the rules of the
SEC, be deemed participants in the solicitation of proxies in connecticn with
the proposed sale, and a description of their direct and indirect interests in
the proposed sale, will be set forth in the proxy statement when it is filed
with the SEC.

<PAGE>
Item 9.01 Financial Statements and Exhibits.
(¢) Exhibits:

4.1 First Supplemental Indenture, dated June 14, 2005, by and between
Metromedia International Group, Inc. and U.S. Bank National
Association (fi/k/a U.S. Bank Trust National Association}, a national
banking association, as trustee.

10.1 Letter Agreement, dated as of June 14, 2005, by and among Metromedia
International Group, Inc., First National Holding $.A., Emergent

Telecom Ventures S.A. and Pisces Investment Limited.

99.1 Press Release of Metromedia Internaticnal Group, Inc., dated June 17,
2005.
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BEXHIBIT |

January 5, 2005

Mr. Mark Hauf
Chairman & CEO
Metromedia International Group, Inc.

. [ 4 2 4
8000 Tower Point Driver =7 - T <
Charlotte, NC 28227 ’(/ M

7 Ve Jreeedd o3
Dear Mr. Hauf: ,
#1519/ AFILEAR—

Melfon HBV Alternative Investiment Strategies, LLC, through funds for which it serves as investment advisdr, is the beneficial owner of 6.1%

of the outstanding common stock of Metromedia International Group, Inc. (“MTRM” or the “Company™). We are writing to you as a significant
shareholder to express our grave concern about recent actions taken by MTRM.

On October 18, 2004, the Company announced that it had retained Evercore Pattners Inc. to assist the board of directors in its ongoing
exploration of strategic alternatives to maximize shareholder value. We were quite surprised that on November 4, scarcely two weeks later,
MTRM announced that it had entered into exclusive negotiations with an investor group (the “Investor Group™) concerning their preliminary,’
ron-binding proposal (the “Proposal’} to acquire the Company.

The Proposal by the Investment Group, composed of Emergent Telecom Ventures, First National Holding, Capital International Private
Bquity Fund IV, L.P., and Baring Vostok Capital Partners, to acquire the Company by merger for $300 million i cash is it our view grossly. ~

inadequate. Based upon publicly available information, recent precedent transactions, and cur industry contacts, we believe that the value of the
Company is significantly more than $300 million. . o N

The Company’s wireless business is, in our view, a high margin, cash-generator which should produce significant cash flows for the Company
mn the future. Furthermore, its- geographic location, the Republic of Georgia, is an attractive area for further srowih and eXpansion by strategic
players in the industry. The Company 2150 has significant net operating losses (*INOLs™) for which no value Appéais t6 be given in the Proposal.
i short, our view is that the Proposal by the Investment Group significantly undervalues the Company and ignores its favorable prospects for the
future. ‘ .

/24’%7 We are particularly concerned that the Companv’s board of directors is ignoring its fiduciary obligations to the common shareholders. On
=" October 18, the Company announced that ‘ . A .

Page 10
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it would defer convening the annuval shareholders meeting due to the ongoing strategic review by the board, However, barely two weeks later, the
Company announced that it had entered into exclusive negotiations with the Investor Grougp.

It is troubling to us that the board of directors would grant the Investor Group exclusivity for 75-days to conduct due diligence and negotiate a
definitive merger agreement, particulatly since the Proposal is non-binding and further subject to a financing condition. We are gspecially
surprised and disappointed that, according to the Company’s recent announcements, senior executives of the Company would receive more than
5 percent of the total consideration to be paid under the Proposal, or about 10% of the total consideration that would be available to the holders of
preferred and common stock,

Although the Proposal is prefiminary and non-binding, the Company inexplicably has agreed to reimburse the Investor Group for its out-of-
pocket expenses under certain circumstances. In addition, the Company also has announced that it has agreed to pay certain legal expenses
incurred by an ad hoc group of holders of the Company’s preferred stack related to discussions to be held in the future concerning the allocation
of consideration under the Proposal between the hoiders of preferred and common stock. It appears to us that the only shareholders whose
interests are not being protected are the coramon shareholders,

There is no indication that the Company has conducted an auction. Morcover, the brief period between the engagement of Bvercore as
financial advisor to MTRM and the announcement of the Proposal suggests that no such auction has been conducted. We request that the
Company immediately commence an open and fair auction process that would maximize the consideration to be paid to shareholders. In addition,
we would like to discuss with you ways for the Company to fully realize the value of its NOLs.

Based upon the foregoing, we are unable to suppott the course which the Company has elected to follow and would vote against the Proposal
at present, If we are unable to resolve our concerns in the near term, we may seek representation on the board of directors or take other action
which we deem to be appropriate in order to.preserve the interests of all shareholders of the Company.

Sincetely yours,

MELLON HBV ALTERNATIVE
INVESTMENT STRATEGIES LLC

By: /o William F. Harley, III
Name: William F, Harley, I
Title: President

JMH:cah
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Esopus Cresk Capital, LLC [~

March 23, 2005

Mark S. Hauf
Chairman/President/ CEQO
- C/O Metromedia International Group, Inc.
505 Park-Avenue
New York, New York 10022

Via Federal Express

Mr. Hauf;

VV VYV VV VY VYVVVVYVVVYVYY

Esopus Creek Capital L1LC, Esopus Creek Partners LLC, and its
members

>are

> the beneficial owners of approximately 3% of Metromedia Internatlonal

> Group,

> inc. ("MTRM" or "Company™) [{OTC Bulletin Board: MTRM) {(Fink Sheets:
> MTRMP}L

» Given our substantial investment in the Company, we write to express
our

> concern that you and the Board of Directors ("Board"} are failing to

> faithfully discharge the fiduciary duties you and the Board owe to

» shareholders and MTRM itself.

> Our many well-founded concerns may be summarized as follows: You

500 Fifth Avenue . /
New York, NY 10110 W%’

> and the

> Board contemptuocusly faited tc convene an annual meeting for election
of

> directors during 2004; this is a direct violation of Delaware law. As

a A

= result of your disenfranchisement of MT2M shaiehelders, we were
offered

>N0_

> choice but 1o commence legal action. We withdrew that action in light
= of your

> Fabruary 9, 2005, announcemant that if the Company did not enter a

= definitive

> agreament requiring shareholder approval on or prior to March 7, 2005,
> you

> would convene a stockholders’ mesting. To date, however, although the
> Gompany




> did announce such a definitive agreement, no meeting has been {

D
schediod Al 2. 9
d it / Céﬁ q%

> appears that an annual meeting for the election of directors is many

> months e \
> off. // Sy ‘/qz

> Under most circumstances this act alone would be conclusive ({j{} {M ~

svidence ) / .

> that } / /

> you and the Board were derelict. Further, however, in the fall of ] s

2004 AN 24

> You

> entered into an extraordinarily unfair exclusivity arrangement to sell L@ m
= the__ ' T A

> %mg@_@ﬁ assels to a potential investor group. Disturbingly, you and
S e SR ; LA

~ Board accepted an inadequate potential vatue of $300 rillion for all
of o b
>the

> Company's assets, rather than conduct an open and fair auction to

» maximize

> value for both MTRM common and preferred shareholders. Succumbing to
> shareholder and legal pressure, you and the Board were ullimately
foreed

=10

> concede that the value of $300 million, assigned to Company's

> full-basket of - .

> assets, was woefully inadeq% Indeed, that the $300 million value

> Was

> inadequate is evidenced by the subsequent definitive agreement to sell
> Youy

> |east altractive asset -- PeterStar -- for $215 million; this is

> approximately

> 70 percent of the value you had previously arbitrarily assigned to all

> of the

> Company's assets. These events demonstrate conclusively that you and
> the

> Board inadequately investigated the Company's actual value.

> We are further outraged that despite all of this, the Board
awarded

>youa

> $6 milion bonus. This sum is both unreasonable and wholly

unjustified

> glven ‘

> how poorly you have discharged your fiduciary duties to date.

> Desplte the Toregoing, our paramoUnt Goncern now surrolnds the

sale

> of the

= Company's most prized and valuable asset -- Magticom -- a company with
> growing

» cash flows and a rich balance sheet. Based on an analysis ¢f recent

> transactions in Eastern Europe, our own internal research leads us to

> conglude

> that Magticom, as a stand-alone asset, could be worth approximately $1
> biflion. Since the expiration of the exclusivity period on February

14,

= 2005,

> you have made no public statements concerning your efforts to maximize
> {he

> value of Magticom,

> Furthermore, we are concerned that you and the Board may have

> rebuffed

= various suitors who were interested in purchasing the asset after the

> eXplration of the exclustvity period,

> T We demand that you and the Board immediately commence a fair and
> open

> auction for the sale of Magticom so that shareholder value may be

3




> maximized.
> Any other result would constitute a further violation of the duty you
> owe both

> shareholders and the Company. Govern yourself accordingly.

p-d

V V VYV

Joseph 8. Criscione » - 7 oy el //) P Ay D
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Flag-waver: Mikhail
Saakashvili says he wants
pnly “clean money."

Reform, Caucasus-Style

A year ago the great new democratic hope in the former Soviet Union
was Georgia. Today a young president pursues a revival but the deep
pockets belong to operator Badri Patarkatsishvili | By Matthew Swibel

EFORE YOU GET TOO EXCITED

over the democracy-seeking

throngs in the streets of Kiev,

look around. A year earlier a
similar-seeming popular move-

ment took place a thousand miles away in
the Republic of Georgia. The results there
should give pause to anyone who expects
the former Soviet empire to be awakening
to an era of prosperity and transparency.
Georgia’s so-called Rose Revolution, a
bloodless coup, was the toast of the West:
A handsome, American-schooled young
leader named Mikhail Saakashvili, sup-
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ported by an international democracy
lobby and undergirded by the second-
biggest per capita U.S. foreign aid pro-
gram in the world, would shine freedom’s
light on a benighted piece of the globe,
the Caucasus region. To help, a wealthy
maverick jetted in from Russia intent on
cutting Georgia’s cconomic shacldes with
a bold round of privatizations.

The story was too good to be true. At
the first Rose anniversary, Georgia knows
mostly thorns. Rusty old Russian Ladas
swerve around gaping potholes on the
main airport road to Thilisi, the capital,

while city dwellers grasp for every extra
hour of heat, power and running water,
Privatization has amounted to attempts
to resettle existing accounts among pow-
erful insiders. If the door to prosperity
has swung open in this country of 5 mil-
lion, so far only one opportunist is ven-
turing in: Badri Patarkatsishvili.

Atage 51, Badri (as he is widely known)

is a bushy-moustached operator with a rep-
utation for getting things done. He had suc-
LGS GOl

cess late in the former regime of Eduard
Shevardnadze, during a time when
PP T T TS IO rree e e IR e
Saakashvili, then justice minister, raised
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concerns about the influence of “gangster,
oligarch capital.” It was the bLg:,lnmng of an
extended dance between Georgia’s young
democratic hope and its tainted Daddy
Warbucks. Badri, while proud of his hum-

ble Jewish roots in Tbthl—-—he ot into auto
repair as a teen in Soviet times—has Jever-

“aged ties to Russian oligarchs to amass a

fortune that speaks loudly even under a re-
formist government.

Those Russian ties were cemented in
the 1990s after he becarne the business
pariner of auto tycoon Boris Berezovsky
ammgovmh, by help-
ing handle the 1997 privatization of Sib-
neft oil company (sol erezovsky for
an_estimated $100 million, but later
found to be worth billions). Abramovich
had Badri manage a $3 billion invest-
ment in Russian A.I_Jnum soon after,

Badu had landed in Tbilisi from
Moscow in 2000--—0n the run, Arc Around
that time Russian iﬁgﬁ_ﬁdent Vlad1m:r
P;M@_esg_er_bmﬂwzess Badri and

Berezovsky had exploited in Boris Yeltsin’s
Kmmlm Berezovsky fled to Lor fled to London. Badr Badri

Ed_r_ur_x_g_ul_g_f__places to go,” exglams
Richard Miles, U.S. ambassador to Geor-

gm Monﬁis after settling in Thilisi, Badri

fapcad B
was charged in absentia along with Bere-

zovsky by the Russian prosecutor generai s
office with committing fraud and embez-
zlement totaling $13 million at RUSSla 3

largest car r manufacturel, &vtovaz .. Both
dispute the charge

Berezovsky is never far behind: Geor-
gian border guards looked the other way
last December when Berezovsky flew
under an alias on a UK. passport to visit
Badri and his wife in Thilisi.

Badri in 2002 managed to buy a
famed public building, the Weddmg
Palace, a state-owned Soviet secular
cathedral for marriage ceremonies, and
make it one of his homes, Thilisi’s new
tycoon also got a foothold in Georgian
media by acquiring a company that car-
ried a TV broadcasting license—which
could have been revoked according to
Georgian law because the company
hadn’t broadcast in more than a year, says
Genadi Uchumbegashvili, director of
Internews Georgia, an organization that
pushes for broader media ownership.

Tor decades it has been easy to finger
powerful business operators cutting cor-

ners in this backward region, but such
shenanigans are not supposed to be part
of Saakashvili’s Georgia. The 36-year-old
president had studied at Columbia Uni-
versity and practiced law in Manhattan.
He spent a stretch under the tutelage of
busybody billionaire George Soros, who

bankrolled a Saakashvili presidential -

campaign and subsequent popular
putsch with a reported $42 million.
(Enough $20s and $50s will get lots of
Georgians marching and waving flags in
the streets). Indeed, Saakashvili and his
kindergarten cabinet—one-third are
under 35—have projected a fresh face of
government, drawing headlines for pros-
ecuting a handful of crooked officials and
tackling the bribe-laden police force.

“We not only had high-profile cases
but we changed the role of {corruption] in
society,” says Saakashvili in an interview.
“And now the focus is on the economy.”

The clock is ticking on his promise of
11% real economic growth by 2007 (2004 is
projected at 6%). Georgia’s inflation rate of
10% has offset pension increases of $8 per
month. Yes, nearly 400 companies are on
the block, including ports and electric gen-

Homegrown oligarch? Badri
brings a history of Russian
ties fo his Georgiah aims.

erating plants. But proceeds to the govern-
ment are expected to total only $500 mil-
lion, and even then offers have been scarce.

The Western press has reported on
take-charge Kakha Bendukidze, who ran
Russia’s largest heavy machinery company
before trying his hand as Georgia’s priva-
tization czar (he still carries a Russian
passpor(). Since his arrival in June Ben-
dukidze, a portly and pensive man who
closes his eyes for long periods when he
speaks, has told foreign investors, “Every-
thing can be sold, except conscience.” He
might want to work on the rest of his
pitch. He recently advised potential U.S.
and British bidders that most of the coun-
try’s assets aren’t worth much.

And in reality it’s an economy replete
with the kind of dodgy arrangements better
suited to a character like Badri. Georgian of-
ficials extract 3% of corporate revenue in
bribes, nearly twice asmuch as in Russia, says
a 2004 report by the International Monetary
Fund. Georgia ranks 128 out of 133 coun-
tries surveyed for corruption by Trans-
parency International. Half of Georgia lives at
or below the poverty level. Justice-starved
courts hew to a political agenda. Kidnappings
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for ransom also occur. After
spending $275 million over four
years on modernizing Tbilisi’s
electricity distribution plant, AES
Corp. pulled out of Georgia in
2003 after its financial manager
there was slain following electric-
ity tariff increases, “The conditions
here make {potential] Western in-
vestors think twice, with long
pauses in between,” says S. Enders
Wimbush, chairman of the Amer-
ica-Georgia Business Council and formerly
director of Radio Liberty in Munich.

Yet Badri is at home. Between 2000
and 2003, before Saakashvili’s rise, he spent
tens of millions of dollars amalgamating
widely divergent Georgian assets that in-
cluded a professional soccer club, a shop-
ping center, a controlling stake in the Bor-
jomi mineral water company, a Black Sea
resort and at least one casino. In 2002, as
Georgia’s politics heated up, Badri’s roll-
up of newspapers and TV stations into his
Imedi media umbrella harked back to the

days when, as chairman of Berezovsky’s

£
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Imports: Privatizer Bendukidze, Badri partner Berezovsky.

T'V6 station in Moscow, he helped exert po-
litical pressure on adversaries.
~TmedPs TV and radio transmitters are
powerful enough to interfere with rivals’
broadcasts on neighboring frequencies.
“Competitors think the powerful trans-
mitters were installed deliberately to cre-
ate technical problems for them. The
aggrieved regularly appeal to the National
Regulatory Commission for Communi-
cations, but so far they have failed to suc-
ceed,” says a European Commission-
funded study. Now Badri is angling for
deals in soon-to-be-privatized telecom.,

5

But Badri plays public benefactor, H3
kicked in $2.25 million to cover 80% of the
costs of Georgia’s Olympics squad in
Athens and gave gold medalists a $100,000
purse (Georgia won two). And he made a
$1 million three-year loan to Thilisi’s city
council (with interest of 5%) in frigid Jan-
uary 2004 to cover natural gas bills from
Russia.

Badri’s latest deal: a $1 billion
investment over six years to develop
Georgia’s largest oil port, in the Black Sea
coastal town of Qulevi. Building a new
oil port in such a disadvantaged country
might seem heroic. “Everything possible
will be done for its construction to finish
successfully,” gushed the president at a
ceremony marking the first $150 million
investment in the Qulevi terminal.
He vowed later to keep close watch so
that Badri doesn’t get harassed by tax
collectors.

Badri and Saakashvili share a displea-
sure with the Kremlin, which has refused
to close its army bases in Georgia, the
birthplace of Josef Stalin but a sovereign
state since 1991.

Russia also provides protection for two
secessionist regions on Georgia’s north-
ern border—Abkhazia and South Osse-
tia—where smuggling and armed conflict
persist, A 2004 study by the Transnational
Crime & Corruption Center in Georgia
found that at the Abkhazia border in 2002
some 800 detained illegals carried with
them 55,000 ammunition cartridges, 19
kilos of explosives and 10 kilos of drugs.
Russian “peacekeeping” forces in South
Ossetia (close by the mass slaying of
Beslan schoolchildren last fall). take $10
bribes to let an estimated 150 light trucks
a day move into Tbilisi carrying contra-
band cigarettes, wheat and fuel, together
worth $100 million annually.

Despite, or because of, the trouble
spots, the U.S. has lavished foreign aid on
tiny Georgia, spending $1.3 billion over
the last decade. The U.S. government is
also spending $64 million to train and
equip 2,000 Georgian border guards to
establish an antiterrorism force (some of
whom have cut their teeth in postwar
Iraq). U.S. military equipment bound for
Afghanistan is sent via Georgia’s ports.

Georgia is key to the Bush Adminis-

o
"
o
3
&
w
a
<
~
i
o
@
w
a
=
x
<
)
o
=
°
T
a
a.
e
<
>
=)
Z
@
o
a
<
¥
I3
5
=



SIABHD? 02 SMEHENNS

Oil figures in much of Georgia's machinations,
A Western pipeline runs through the country,
hypassing Russian-fricndly territory, A new
port at Guievi, sought by Badri, may be a bid
to control other shipments of the stuff,

tration’s emphasis on diversifying encrgy
supplies away from the Middle Rast.
Beginning in 2005 Caspian Sea oi} from
Azerbaijan will snake westward through
Georgia (bypassing Russia} to a Turkish
port on the Mediterranean. By 2007 a
consortivm led by BP {and including
Unocal and ConocoPhillips as partners)
should have fully running the $3.2 billion,
1,100-mile pipeline (the world’s longest)
taking 1 million barrels a day. Big plus:
The pipeline will also generate about $50
million in transit fees annually, or 6% of
Georgia’s current GDF, during its pro-
jected 40-year life span.

Small problem: The pipeline design
runs through Georgia’s pristine Borjomi
mounfain gorge, where an oil spill could
poilute the quality and damage the repu-
tation of Georgia’s third-largest export—
Borjoini mineral water, adored in Thilisi
and Moscow the way Parisians cherish
Lvian, the same Borjomi water now con-
trolied by Badri Patarkatsishvill, In 2003
ke took his stake in the Georgian Glass &
Mineral Water Co. through his London-
based Salford investment arm (a piece of
which is owned by Berezovsley). Internal
Salford paperwork estimates the stigma
from the pipeling’s location could
amount to $50 million in lost sales.

BP was on site for just one week in
Borjomi before Saakashvili's environment
minister ordered construction to stop. In
QOctober the two parties agreed to conces-
sions from BP totaling—-swrprisel—at least
$50 million. “There were contentious is-
sues, and unitimately much more funds
were provided,” says Saakashvili, who de-
nies any special handling to suit Badri. On
the record BP says the money will go to
extra maintenance, security and the fund-
ing of social and economic programs. It is
unclear what role the Borjomni water com-
pany, which extracts water from the land,
will have in the programs.

Badri’s Qulevi port, meantime, is
another reach into the Caspian oif riches,
The first stage s set to be completed by
the end of 2005, with a goal of handling
200,000 barvels of fuel and crude oil a day
with shipments delivered to the port by
rai] from the Caspian. If Qulevi can crank
it up to 300,000 barrels, it would overtake
the country’s two biggest oil ports,
Batumi and Poti.

“The new pipeline will take much of
the crude, and our existing port capacity
already exceeds derand,” says Jemal
Inaishvili, a former director of Poti port.
“T dor’t know the real motivation,”

Bor Saakashvili one factor is that

Batwumi, Georgia’s largest o} terminal, is
situated in a formerly secessionist terri-
tory where rebels blew up bridges and cut
off oil exports for a week eardier in 2004
A more competitive Qulevi terminal
would also exert pressure on Batumi’s
private owners, a British consortium hat
paid an estimated $14 million for the ter-
minal in 1995 and now faces criticism
from Thilisi that the bid—supposedly at
one~eighth of fair value--did not follow
current Georgian laws, Batumi officials
say they followed the law at the time,

Badei's endgame? At least partly to
malee it harder for Russia to wield its main
weapon, energy, in regions of cconomic
competition. In some ways Georgians are
still under the thumb of Russian energy:
In 2003 the Kremlin-controlled electricity
monopoly, Unified Energy Systems,
bought a controlling stake in the wtility in
Thilisi. The Qulevi terminal, at leass, could
provide Romania, Bulgaria and Belarus a
welcome alternative to the tightfisted pric-
ing of Rossian fuel, says Mamuka Tsereteli,
a professor of international relations at
American University in Washingion, D.C.
who has consiilted with companies in the
Georgian transport sectors, (Governments
that rile Putin usually risk steep price in-
creases or having the tap turned off en-
tively, as happened in Belarus and Lithua-
nia.) “At $45, $50 a barzel it could worl,
but what about at $20” asks Tsexeteli,

“T must admit the investent carries
a certain rislk,” Bachi told a journalist on
his payroll at Georgian Tmedi TV in mid-
October 2004, “However, my position is
that if we do not do it, who will?® |

Much the same line came from his
Salford men when asked about Badzi’s
curious welcome amid the new presi-
dent’s anticorruption drive. “What mat-
ters is that he's the biggest investor in
Georgia,” demurs an associate in Thilisi,
(Badri himself didn't grant an fngerview
despite repeated requests.)

Alternatively it might be asked: If one
man—indeed, if this man—has such an
in on the spoils of the new Georgia, who
else would want Lo be part of the mix? For
his part, Saakashvili acknowledges he’s
aware of appearances in sceking invest-
merit in Georgia. He tells us, “We want to
make sure any money is clean imoney.” &
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IN THE-COURT OF CHANCERY OF THE STATE OF DELAWARE 4
EN AND FOR NEW CASTLE COUNTY

PUS CREEK VALUE LP,
plaintiff,

v v Civil Action
! No. 2484-N
METROMEDIA INTERNAT?{ZONAL GROUP, INC., :
a belaware corporation,

pafendant,

ESOPUS CREEK VALUE LP, BLACK HORSE
CAPITAL, LP, BLACK HORSE CAPITAL (QP)
LP, and BLACK HORSE CAPITAL OFFSHORE
TD.,

s

OHNSON, DAVID GALE, WAYNE HENDERSON,
STUART SUBOTNICK, I. MARTIN POMPADUR,
HAROLD F. PYLE, III, BRYCE D. ELLEDGE,
NATALEA ALEXEEVA, and METROMEDIA
INTERNATLONAL GROUP, INC., a Delaware
corporatcion,

plaintiffs, : !

v : Civil Action
: No, 2487-N
S. HAUF, JOHN CHALSTY, ALAN K. : .

pafandants. :
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ORAL ARGUMENT ON PLAINTIFFS' MOTION FOR A PRELIMINARY
TNJUNCTION and RULING OF THE COURT )

CHANCERY COURT REPORTERS
New Castle County Coutrthouse
500 North King Street - Suite 11400
wilmington, Delaware 19801-3759
(302) 255-0524
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Chancery Courtroom No. 128
New Castle County Courthouse
500 North King S$treet
wilmington, Delaware
wednesday, November 22, 2006
9:35 a.m.

BEFORE: HON. STEPHEN P. LAMB, Vvice Chancellor.
APPEARANCES:
PAUL A. FIORAVANTI, JR., ESQ.
ELLIZABETH M. MCGEEVER, ESQ.
BRUCE E. JAMESON, ESQ.
LAINA M. HERBERT, ESQ.
Prickett, Jones & Elliott, P.A.
for Plaintiffs
DANTIEL A. DREISBACH, ESQ.
STEVEN J. FINEMAN, ESQ.
DANIEL M. SILVER, ESQ.
GEOFFREY G. GRIVNER,_ESQ.
Richards, Layton & Finger, P.A.
-and-
MARTIN FLUMENBAUM, ESQ.
DANIEL J. LEFFELL, ESQ.
of the New York Bar )
Paul, weiss, Rifkind, wharton & Garrison LLP
for Defendant Metromedia International Group,
Inc.
TODD C. SCHILTZ, ESQ. .
wolf, Block, Schorr and Solis-Cohen LLP
for Defendants Mark S. Hauf, John chalsty,
Alan K. Greene, Leonard white, Clark A.
Johnson, bDavid Gale, wWayne Henderson, Stuart
subotnick, I. Martin Pompadur, Harold F.
Pyle, III, Bryce D. Elledge, and Natalia
Alexeeva
3
THE COURT: Good morning.
MR. DREISBACH: Good morning, Your
Honor. I rise just to introduce those at the front
counsel table. Todd Schiltz, wolf Block, representing

the individual defendants. And from Paul weiss,
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Some Comparisons and Additional Questions

Comparison of Vimpel Communciations, Russia’s largest mobile phone company, to
Metromedia with a considerable array of media and communications assets spread
across the emerging markets of Eastern Europe.

According to Standard & Poor’s, $10,000 invested just five years ago would have
been worth $198,529.0¢ at the time their report was published.

Metromedia’s shareholders have to ask how such seasoned managers as Kluge and
News Corp. missed so many opportunitics in the emerging markets, by comparison?

And what about the SEC?

Metromedia had violations of the Foreign Corrupt Practices Act and nothing
happened.

Metromedia had a Sarbanes-Oxley violation, and again, nothing happened.

In 2005, I was instructed by Special Counsel Steven G Johnston to report on the
progress of my books and records lawsuit. In March of 2006 My. Johnston wrote to
me saying that the SEC took my concerns seriously. But again, nothing happened.

Finally, in April of 2007, Metromedia received a letter form the SEC stating that
they were not in compliance with the reporting requirements of Section 13(a) of the
Securities Exchange Act of 1934, and that under Section 12(j) they might be subject
to an administrative proceeding to revoke its registration if all the delinquent filings
were not made current within 15 days of the date of the SEC’s letter.

Guess what? Nothing happened. So do we now have to be suspicious of the SEC?

Actually, a lot did happen. Metromedia was sold to Salford-Georgia for an amount
that many considered inadequate and our CEQ, Mark Hauf, got a bonus valued at
as much as $16 million in spite of not producing audited financials for years.

What would happen if Rupert Murdoch told his shareholders at News Corp.’s
annual meeting that there was more than a year’s revenues missing; that KPMG
LLP had resigned the audit and that he was going to bonus the CEO and the CFO
anyway? How do John Kluge, Stuart Subotnick and News Corp. explain their
silence compared to other investors in light of all this?

Many lowans invested in good faith. If our positions were reversed, would Kluge,
Subotnick and News Corp. want answers to the same questions?
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Stock Report | December 29, 2007 | NYS Symbol VP VW/J!{)N j dl ‘ S'T'}KNDARD
H ms - [ " ilubilings s
Open Joint Stock Company "Vimpel-Communications” < /27(/ TRINENTA %S
$&P Recommendation | ﬁ o Price 12-Mo, Target Price (%
g . $42 43 as of Dec 25, 2007) $35.00

GICS Sector Telecommunication Services
Sub-Industry Wireless Telecommunication Services

!.IPIIATE PLEASF. SEE THE ANALVST'S LATEST RESEABCH NDTE N THE GGMPANV NEWS SED’I‘IUN

Summary This company is the largest provider of cellular telephone services in Russia,
including the city of Moscow and the surrounding area,

52-Wi Range $45.48- 1460  S&P Oper. EPS 2007E 1.35  Market Capitalization(B)
Traiting 12-Month EPS $1.28  S&P Qger EPS 2008E 175 Yield (%)
2 Trailing 12-Manth P/E 33.2  P/E4n S&P Oper. EPS 2007 31.4  Dividend Rate/Share

$198.529 1

@sm lnvesied 5 Y15 AGO

mmaon Shares Outstg, (M) 513 Institutional Gwaership (%)

30-Weck Mov.. Avg. ++ . 10-Week Mov Avg

“12:Me. Targot Price mme ﬁeialwe Slrenglh ik Up ¥ pown P Me Change -

_GAAP Earnlngs vs! Previous Year:

Volume Above Avg. ﬂ!} srms
' Below Avg. {54 .....!'""

ndbvdebab i

V9 F M A M I ASONDLY

4 ated 2008

o006 . 007

" 2008

Options: CBOE

Analysis prepared by Ari Bensinger on November 27, 2007, when the stock traded at § 34.50.

> Following an estimated 48% sales increase in
2007, we forecast an advance of 23% in 2008,
fueled by strong subscriber growth in Russia
and new markets such as the Ukraine and
Kazakhstan. The company has been able to
maintain o7 increase its average revenue per
subscriber, despite new subscriber additions
coming frem tower income households outside
of Moscow. We expect handset and accessory
sales to account for less than 5% of total rev-
enue,

Y

With stable pricing and lower customer churn
along with improved cost controls, we look for
2008 EBITDA margins 1o expand to 52% 1o 53%,
from the 51% that we estimate for 2007. We ex-
pect SG&A expenses to decline as a percent-
age of sales, while depreciation remains flat.

¥

After factoring a 5-for-1 ADS to cominon share
ratio change effective August 2007, we project
2068 earnings per ADS of $1.75, up from the

$1.351hat we estimate for 2007. We believe that

foreign exchange gains or losses, which are

not included in our finangial modet, could mate-

rially affect earnings.

» We see strong industry trends in the Russian
mobile market, with higher average revenue
per subscriber and increasing minutes of use,
outweighing recent weakness in the Ukraine on
heavy price discounting amid ircressed com-
petition. In our opinion, the company will be ex-
posed to more volatility, with new growth com-
ing from other emerging countries, where con-
ditions are less predictable.

T

Risks to our recommendation and target price
include higher tax liabitities related to the de-
ductibility of expenses incurred by VIP's KB Im-
puls subsidiary, political risks, and unfavorable
trends in foreign gurrency exchange.

Y

Qur 12-month target price of $35 is based large-
fy on an enterprise value to estimated 2008
EBITDA ratic of about 30X, in line with peers.
Qur peer group of telecom companies in
emerging markets includes Mobile TeleSys-
tems {MBT: hold, 368}, a Russian wireless carri-
er. The target price also represents a P/E of 20X
our 2008 £PS estimate of $1.75, & premivm o
peers warranted, we think, by ViP's faster
growth profile.

$43517 Beta 1.77

065 S&P3-Yr. Proj. EPS CAGR(%)  25.00

$0.28  S&P Credit Rating NA
18

Economic and political instability in Russia may
cause large price fluctuations in emerging market
securities, such as VIP, compared to other foreign
or U.S.-hased equities in the telecom secter. With
VI# servicing six countries in central Asta aad
eastern Europe, we believe emerging market risk
warrants  high risk assessment.

Relative Strength Rank STRONG

RIRHEST =

Revenue (Million §)

10 20 3n 10 Year
2007 1488 1,117 1,956 v --
2008 8365 1,122 1,360 1,452 4,878
2008 6408 7658 8903 9104 3,211
2004 6357 4909 6024 6248 2147
2003 2444 3044 3790 4077 1,330
2002 145.3 1734 2211 2290 7685

Earnings Per ADS {$)

2007 0.27 0.35 045 EG38  E13%
2006 035 019 026 019 08C
2005 0.11 062 038 035 060
2004 008 0w ON 008 037
2603 0.05  0.09 003 008 026
2802 0.03 002 005 004 0I5

Fiscal year ended Dec. 31. Next earnings report expected: hid
April, EPS Estimates bosed on S&F Bperating Eemings; historical
GAAP earnings oie as reported.

Amount Date  Ex-Div.  Sth.of  Payment

($) Decl. Date  Record Dnte
1.375 - 0510 0814 07/30/07
5-for-1 - 08/22 0817 08/21/07

Oividends have been paid since 2002, Source: Company repons.

Please read the Required Disclosures and Analyst Certification on the tast page of this repont.
Radistribution or reproduction 1s probibited without weillen permission, Copyright ©2007 The McGraw-Hilf Conpanses, e,
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RO San Francisco 49ers Manny Lawson Prepares to 'Run For Something Better' and

San Francisco 4%ers Manny Lawson Prepares 10 'Run For Something Betler' and Promote ING Bay to
Breakers

San Francisco 49ers Manny Lawson Prepares o '‘Run For Something Belter’ and Promote ING Bay to
Breakers

RO ING Strengthens Commitment to Educalors Around the U.S. by Sponsoring the

PRESS RELEASE: ING Strengthens Commitment 1o Educators Around the U.S. by Sponsoring the
National Teacher of the Year Program

=DJ TIP SHEET: ING Bond Fund Sees Value In Weak Developed Econs

WSJH4/30) CL Inveslers Start To See Higher Rates
=DJ TIP SHEET: ING Bond Fund Sees Value in Weak Developed Econs
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DJ Vimpelcom Prices $28 Two-Part Bond Cffer

*IJ Vimpelcom Prices $1B 9.125% 2018 Bond At Par
*DJ Vimpelcom Prices $1B 8.375% 2013 Bond At Par
*DJ Vimpelcom Prices Two-Pard $2B Bond Issue
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INGENICQO : Robust revenue growth in Q1 2008, up 11.2%* to EUR
=0J DEBTWATCH: Recent Sovereign Deals Well Received By Investors

=DJ ING Group Shareholders Adopt 2007 Annual Accounts

DJ Quebec Prices EUR1.25B 4,75% 2018 Bond At 99.922

*DJ Quebec Prices EUR1.25B 4.75% 2018 Bond A1 99.922

DJ Government Of Quebec Launches EUR1.25B 2018 Bond

*DJ Government Of Quebec Launches EUR1.25B 2018 Bond

DJ MARKET TALK; ING Denies EUR2.38 Contract L.osses In Turkey

=DJ MARKET COMMENT: European Shares Lower, Banks Under Pressure

DdJ ING investment Mgmt To Sell Ghent Unit To Rogge Global »ING

*DJ ING Groep Sees Deal Closing Arcund Aboui May 31 >ING

ING Investment Management Americas Announces Sale of Ghent High Yield Unit to Rogge Global
Partners

“DJING | I Mgt A

ING Gh Globai >ING

http://mews.ilx.net/hdlbasiclist.psp 4/30/2008
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SEC Info - Metromedia International Group Inc - 10-K ~ For 12/31/02 - EX-21

This is an EDGAR HTML document rendered as filed. | Ahernative Formats |

Quicklinks -- Click here to rapidly navigate (hrough this decument

LIST OF SUBSIDIARIES OF
METROMEDEA INTERNATIONAL GROUP, INC.

Nemte of Convgreny

(A The Actava Groug, Inc.)

Jurisdictinn uf liteurportion

Turtle Shell, Inc. (f7k/a Snapper, lne.)
Actava Financial Ltd.
Actava SHL, Inc.
Aliso Management Co.. Inc.
Metromedia International Telecommunications, Inc. (F/a MITE Merger Carp.y
Bighiat Pubbing Services, Ine.
Internationat Teleedl, ne.
Kamalak TV
Kosmos TV
Viginta UARB
Sen TV SRL
Romsat Cable TV & Radio, SA
Liternational Teleell T'elephony. Inc.
internationy Teleell Paging. Inc.
Eurodevetopmen OO0
Metromedia International Teleconynunications Services, Ine.
imternational Teleell Services, GmbH
Paging One Services, GmbH
Iternattonal Teleell 8PS, ne.
Arkhangelshaya Televizienmiya Kompaniva QOC
Avery
Ballcom TV
Metromedin Ineyational Programming Scrvices, Inc.
Inernationad Teleell Telephony, Inc.
Internation:y Teleedt Cellofar, nc,
Magticem L.
Metromedia International Inc.
M1 Praha 5.R.0O.
Country Radio
Riulie One

Georgia, USA
Delawire
Delaware
PRelawire
Delawire
Delawire
Delawire
Uzbekistan
Russia
Lithuania
Moldaova
Romania
Delaware
Delaware
Ukraine
Deliware
Austriz

Austria
Delaware
Russta
Geargia, CIS
Latvia
Delaware

e laware
Delaware
Georgla, (1S
Detaware
Czeeh Republic
Czech Republic
Czech Republic

Page 2 of 3

Exhibit 21

As Trie LSL Estonin
Katusha ZAO Russia
Radio Georgia Georgia, CIS
SACZAO Russia
RKadio Skoenlo Latvia
Qy Metraradio Finland Ab Finlad
Metroradio EGOD Buigaria
Metromedia International Markeling, Inc. Pelaware
MU Services., Ine. Delinware
Melwomedia Katsha, Ine. Delmware
Metromedia Intemational Consulting Services. ine. Deliware
Huventus KIFF Hungary
Metromediy Intenet Licensing Limited British Virgin Islands
Dotcom Communications, AS Estonia
Comstr ZAO Russia
PLD Telekom, Ine. Delaware
Peterstar Za0 Russia
Baltic Conumunications Limited ZA0 Russia
Cardlink Holdings. Inc. Delaware
Cardtink Holdings Linted Scottand
Technocom Lid., leeland
Teteport TP ZAO Russia
Metromedin China Compornion elaware
Twin Poplars LILC Delaware
Beijing Gcities.com Peaples Republic of China
Metromedia China Services, lnc. Delaware

Metromedia China Paging Limited

Metremedia China Telephony Limited

Clariyy Data Systems Co., L,

Metromedia Fealth Information Systems Co.. Lid.

Asian American Teleconmunications Comoration
Huaxia Metromedia Technology Ce., Lid.

Cayny Islands
Cayman Ishands
Peoples Republic of Ching
Peoples Republic of China
Cayman ishuts

Peoples Republic of China

http://www.secinfo.com/dVut2.2NYq.2.htm

4/10/2008



100 F STREET, NE
WASHINGTON, D.C. 20549-0213

March 16, 2006

UNITED STATES /"_m“
SECURITIES AND EXCHANGE COMMISSION ,_ 1/’(2)
(“

Oftice Of Investor Direct Dial (202) 551-6551
Education Fax (202) 942-9634
And Agsistance E-Mait help@sec.gov

WWW.SCC.B0Y

HO-1138174

Mr. Matthew Kevin McLaughlin
4244 Foster Drive
Des Moines, 1A 50312

Dear Mr. McLaughlin:

We are taking your complaint very seriously, and have referred it to the appropriate
people within the SEC.

Please understand that the SEC generally conducts its investigations on a confidential
basis and neither confirms nor denies the existence of an investigation unless we bring charges
against someone involved. We do this to protect the infegrity and effectiveness of our
investigative process and to preserve the privacy of the individuals and entities involved. Asa
vesult, we will not be able to provide you with any future updates on the status of your complaint
or of any pending SEC investigation.

I"ve attached a flyer that describes our policy as it will apply to your complaint. Please
contact me if you have other questions. '

Sincerely,

i NG o
Stevén G. Johnston

Special Counsel

Enclosure: Information About SEC Investigations
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After the Revolulion

In Russia’s Shadow,
Georgia’s Leader
Remakes Nation

Mikheil Saakashvili Overhaunls
Eeonomy and Judiciary;
Concerns About Rights

“We're in 3 Rush Against Time’

By Manc CHaMPION

TRILISI, Georgia—Georgian Presi-
dent Mikheil Sagkashvili stood 200 feel
above this eapital cily one recent after-
noon, pointing out pet projects from the
rotating deck of an observation tower his
nation had just purchased in France.

Along the river, he said, ground was
about fo be broken for his “perscnal fa-
vorite,” 4 bailet cender, At the foot of the
fower, a planned $250 miltion shopping
complex and park was the subject of a
competition hetween architects from Ja-
pan, Britain and Denmark. Iyatt and
Hilton had just agreed to build hotels. A
pew teaching hospilal was to open this
fall.

Below him, in all directions, lay the
medieval churches and public buildings
he ordered lit to brighten the city, which
until recently lacked regular eleciricity
andé “was so depressing,” he said
“Maybe we're overplaying it. We're put-
ting Yights everywhere.”

The so-called orange and yellow revo-
tions thal hrought Westernleaning gov-
ernments fo Ukraine and Kyrgyzsian
have hogged down in polificat fending.
Rut Georgia's tlree-year-old “rose revoli-
tion" has starle¢ to deliver dramatic
change, driven by its energetic 3&-year-
old president.

Ir. Sazkashvili, who has stiong back-
ing from the U.8.,
is trying to trans-
form Georgla's
economy i 2
huzry. His aim is 1o
end centuries of
Russian  domina-
ton and to forge
new ties with the
West, Corruption is_
down, and fax reve.
nyes have al jedst
doubled since 2003,

4 due in part (o 4 new
Mikheil Sackeshoill flat tax and im-
= proved collection,
helping to pay for the sgovernment’s
many projects. The nation’s pross domes-
fic_product tose 8.5% during the fivst
quarter, Mr, Saakashvili vecently hired
Mart Laar, the former Estonian prime
minister responsible jfor Eastern Iu-
rope’s most radicad iTee-market eco-
nomi¢ makepver, 1o advise s govern-
‘ment_on how to follow Estonia's path.

My, Saakashvili faces enormous chal-
lenges, Georgia sits at the center of an
unstable region and shares borders with
both Russia and Iran., 1f he succeeds,
Western nations stand to benefil.

New pipelines that pass through Geor-
gia are coming on line this year, giving
Western nations access to oil and gas
from the Caspian Sea area, one of the

Gaoas

What’s
)\ Business and Finance

ENNETH LAY DIED of a

heart attack,. just weeks af-
ter the former Enron chairman
was convicted of conspiracy and
fraud stemiming from the compa-
ny's collapse. Lay was celebrated
for creating a, firm lauded for its
innovation and profits before be-
ing castigated for Enron’s down-
fall, His death may erase his con-
victions, though civil suits against
his estate wiil likely continue.

(Article fn Column $)
S ow o
w AOL is considering offering,
its services free o users with
high-speed Mternet ¢onnections,
gambling that ad revenue will
offset the logs of subscription fees.
{Articts on Page 81)

-

* ¥ *
w GM's management plans to
air argwments against.a proposed
aliiance with Nissan and Renault
at a board meeting tomorTOW,
.(Ariicle o Pegie A3)

m The Dow industrials felk 76.2¢
points to 1115182, knocked down
by interest-rafe concerns and news
of North Korea's missile faunch.
a Oil prices set a Nymex record
of $75.19. amid supply concerns,
though prices have been much

" higher in inflafion-adjusted terms.

Aeticles on Pages C1 and ©3)

' % # # '
o Wisconsin ufility WPS i in ad-

vanced talks fo purchase Chicago .|

gas utility Peoples ¥nergy in a

" deal valued at about 1.5 hiliion.

{article on Page A2)
m Infel is investing $600 million in
Clearwire, part of a $900 miltion
sum that could help spur adoption
of WIMAX wireless technology.
(aticle on Page.AZ)
w Valassis is in talks to buy Advo
for at least $L.1 biltion, a deal -
that would unite {wo diiect-mar-
ketlng and advertising’ stalwaris.
(Article on Page AZ)
w Peabody agreed to acquiye Aus-
tralia’s Excel Coal for $1.34°Bil-
Hon. Peabody i the world's larg-
‘est. private-sector coal company.
' eeticte bn page A12)
x e % .
w Duquesne Light Holdings is. set
to he taken private for $1.6 billion
by. a group led by a Néw York. .
arm of Australia’s Macquarie.
{Article on Page C4)
* % ¥* )
m Televish said it is willing to sell
its. Univision stake, but analysts
say the Mexican corpany remains

News—
World—Wide '

= FHE U.8. VOWS North Korea. will
not benefit from missile intimidation.

Pyongyang test-fived a seventh wea-
pon into the Sea of Japan after a star-
tiing July Fourth series of shots, and
South Korean newspapers said more
ghort- or medium-range missiles are
being prepaved for launch. Washing-
ton way cleayly relieved thak the show-

stopper, .an ICBM capable of hifting

the U.S., blew up seconds after 1i§-
off, That outcomse also gives the na-
tional missile shield more time to ey

to hone its capabilities. The L8, was

rying o round up U.N. volgs for 4

“strong and unanimous signal” that -

such provocations are unacceptable,
but Russia and China are balking at

talk of sanctions: (Pages A3, A4, A6)" °
| Fwents refocised attention on North -

Korea's suspecied delivery lo fran in
2005 of intermediate-range missiles
based on ¢ Soviet design. for launch
of tlomic warheads from submarings.
PO
m Mexico's recount had Lopez Obra-
dor with 2 slight lead over Caidertn
with 83% of bailots tallied. Cajdertn
alies say their candidate will cke out
g victory even 50, because fhe aveas

remaining o be courted are onesin’

which he ran well, But the variance
from the figures announced Sunday
added to 2 sense of forehoding about
the election being accepted. (Page A2)
. * = ¥ )
m A House paned subpoenaed Rums-
feld, ordering kim to give i an inves-
tigation report on Abu Ghraib it ac-
ciges him of withholding.. The kidnap-
pers of a female Sunni lawmeker in
Trag demand U.8, pulicul as ransom.
@ Istaeli troops were sent'info popu-
iated areas in northern Gaga, taking
over former settlemenis, amid an gvi-
dent acute concern over the lengthen-
ing vange of the rockets fived almost
continuously by Palestinian militants: -
* * %
= Bush reiterated his support for 4

guest-warker program as House Re: -

publicans raliied for an enforcement-
only immigration stance, New York's

mayer sail mass deportations.would.
wreck his ¢ity’s economy. (Page A4)

% 0w

m ‘Three hombs targeted government

workers and pelice in the Afghan cap-

ital, killing-one man and injuring 47."

A Taliban vaid killed a British soldier.
a Ttaly arrested two of its intelligence
‘agents in a probe of dn wlleged CIA
abduction of 'a Muslim.¢levic, indicat-

ing compficity in such “renditions.”". .

w0 % %

“m Iran postpaned for a day talks on
U810 atomic proposals, complain-

ing of exile groups’ activities in Ku-

vope. Rice impiied Tehran is statling.

# R 2
m Bush backed Georgia's-bid fo join
NATO at 8 White House meeting with

- Saakashvili, a soub to Russia Sefore-
next week's G-8 summit. {Column. 1}
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| Comimier zbank’s Unusuai Role

" Homé, Ttis fhat ME. Putin’ slongtunefnend

O "Btisinesses' He {)versees B

Rifssian  Pregident - Vladmh Putin
: list mionth that the ihability to-root
" out corfiiption Has been.a chief’ faﬂmg of

This sixyear administration,
L Ong” of‘ the most ,sermus allegatmns

By ‘Gregori; L. White, David Crawford
and Glenn R. Simpson

aboﬁt"co:‘rﬁptmh in Rilssla hits close to .

* and ministel of teldcomimiinications owns:

- chuiilts of the industiy Tié oversees, havmg

sarreptitiously ‘converted’ telecom busi— .

nesses from-state ownefship yeafs ago,

- N Russnan mvestxgators say tlus.
. The. . allegation

' comes from Ger-
““iian  prosecutors
Coand & Swiss com
‘mercial  tribunal,
“both of which say
- thdf a vast interna-
1. tional money-laun-
© gering .scheme has
- been used to con-
. eeal a diversion of
. state assets by the
y . Russian minister;
HERER Leoni@ Reiman. A
Leonid Rez‘mcm close examination
e of {he allegations
ir om A'trail of documents and withesses

dictions and the British Virgin Islandgs.
Mi. Reiman was an executive of a

shows what investigators are worldng

unearthed in court cases and police in-
quiries ranging over four Buropean juris-

commutiism collapsed in Russia 15 years
ago. In the new climate, he helped set up
a number of private telecom businesses.
The German prosecutors and Swiss tribu-
nal say he ther used his position to shift
control of the businesses to foreign hold-
ing-corapanies he owned. The Swiss tribu-
nal further alleges that later, after becom-
ing telecom minister, he made decisions
that yielded millions of dollars in profits
for these businesses. German prosecu-
itors are also looling into that.
Mr. Reiinan, in an interview, says he
has never owned the telecom businesses
at issue, He says they ave instead owned
by a Danish Jawyer friend with whom he
worked closaly i setting them up in the
early 1990s. Mr. Reiman blames the alle-
gations on a smear campaigh by 2
wealthy Russian oligarch with whom one
of the businesses is in a dispute.
n Germany, the probe hag also raised
serious questions about the role of a

sta’te-cont; olied telephone company when

Please Turn fv Page 413, Column 1

e

e ) L
. i e
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e,

o,

‘W:‘.‘“‘-»..h_‘ﬁ,
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Putin’s Telecom ChiefIs Under Investigation Abroad

Continted From [rst Page

large bank, Commerzbank AG. it pro-
vided loans to the Russian businesses
and helped them find outside invesiors.
The bank hos acknowledged that for five
years it heiped to conceal the Russian
byshnesses’ frue ownership, by claiming
to be the owner itself. o

Commerzbank, which held fie assets -
in trust, maintaing 1t &id nothing wrong
under German trust laws, Yot employees
in Moscow warnet management of the
bank five years ago.that it was helping

in the cns-ehofthe tele‘éai-ﬁ-i;ﬁ;‘iiaesses
Mr, Reiman heiped set up in the early
19805, much less might be known about

thelr frail weve it not for a bitter commer-
cidi fight. It concerns a roughly $1 billton :
- stake in & large Russiaz moblle-phone |

company, 0AQ Megafon.

~ A Bermsuda entity to which the bull; of |
. the telecom empire was transferred o -
few years ago claims that it has the vight ;

. 1o purchase that Megafon stake, through
option agreements. So when Mildhail Frig-
man, -ohe of Russig’s richest men, an-
nouncad n 2003 that his business hed

Along with it, he provided a 1892 reccipt
for & $1.04 million "bonus” transferred 1o
Mr, Reiman's Swiss bank account, Mr.
Reiman denles that such a transfer ever

iz 1604, Mr. Reétman pathered his
state-controlled emyployer’s interests in
the growing ventures into a firm called
Pelecominvest, His employer owned 95%
of 1t. My, Galtiond, the Denish Tawyer
“says that he ndivectly ownmed the rest,

took place and says the Feceipt is a fake. .

o

Mr. Reiman says the yeal owher was
his Danish frlend Mr. Galmond, who
watited fo keep his privacy In Russia’s
sometimes-violent businessworid, Mr. Re-
iman adds thet his state-contrelled em-
pivyesdidn*iactually sufferwhen it inter-
est in the businesses was drastically di-
luted, because they Jater grew so much in
value findenenient analysts sstemme e

USinesses’ value at more then $1 biilion.

German pefice found & long internal
veport from Commerzbank's Moscow of-
fice warning that the bank was fmprop-

M. Reiman-conces] his ownership of ille-
pally obtained state assets, gecording to - t
g German pellce official and others with - slew of Jawsuits to challenge hirg.
knowledge of the matter. Commersbank - Mr Fridman, whose $20 billion Alfa
saye It considered and dismissed the em- - Group’is legendlory in Russia for bare- |

'ﬁ‘ﬁéiec@m Takeoff .

Landratks In the canser of Russian Telacarm
Minlster Leonid Refman and his connection o
President Vladimir Putin:

erly helping Mr. Reiman concesl owner-

ship of state assets, says & senior Ger-

man palice officinl JACeoTAlAE o e DI
~ Tl ang 10 others with- knowledge of the

e

- dequired i, the Bermuda entity filed a

poyees’ complaint, - o
The tengled affadf offers aviewfnside a
shadowy workd of offshore sccounis, ol

- knuclle business tactics, -fought back.

One of its stratepies was to ergue thiat
the Bermuda entity couldn't meke valié

parch desbmaking, & Bermuda mutual [ confracts—becanse i was & money-laun-
fund with- oy one real shareholder and ;, derlng vehicle for Mr. Reiman, .

raore than & dozen apparent shell compa- ¢ Al )
nies, with 1.5, addressss in logations'such § Hon with the seller of tha Megaion stale.

Bs Kentueky and Delaware, Thosecompa- &
nles kst their managers a5 being biremote ;
spotssuch fis Ninte, a finy Paciiic coral atoll :

that U.8. officials suspect as a center of 3

Russian money laundering. Amonp theau-
thorltieslooking at aspects of the matter is
the U.S. Federal Bureau of Investigation.

. Russian- prosecutors have - shown
scant Interest. After the Swiss' tribunal
concluded In May thet Mr. Reiman
owned t&lecom businesses and had taken
offiein} actions thet helped them, Rus-

sian legislators nsked Russian prosecu- 3

tors te respond. A senjor offlelal ot Rus-

_sia’s-Prosecutor Generad office sent o let-

ter saying his agency 5aw no evidence

Mt Retman had abused his office.

. Russian business has leng been af-
flicted by corruption. But as the Xremiin
Guring the Putin years has tightened its
grip Ove' economic and political HMie,
problems have worsened, say some offi.
cials and business leaders, -

They say a drive by My, Pulin to in.
crease state control in critical sectors
like ol and gas-sgueezing out private
investors ang mulfinational companies—

has strengihened powerful Kremlin fae.
tions, which compete to expand further.

Several such groups are heeded by long-
time Putin friends, such as the chairman
of the state oif company-which has rock-
efed to the top ranks emong il producers
in the pust two years—and the head of
the state arms exporter, which ts expand-
ing its reach into avtos and metals,

. Bome who have pushed for change in
Russiz have left the country in the face
of growing pressure. Some whe stayed to
fight have paid & heavy price. Last
nonth, a central-hank official who led &
drive to clean up the banking system was
gunned down in an apparent contract it
Iven as Russlan companies favite West-
ern invesiors in as shareholders, busi-
ness disputes In Russia continue to be
fought al times with rough tacfics,

A

i
i

¥ muda entity fought

Alfa set out fo prove that, in eonjune-

They deployed phalanxes of Jawyers and
private Investigators. They paid milliohs
" of doltars. to wit- s
nesses who - testl-
i fled. and, In one
i case, who seeretly
videotaped. s cons
. versation. The Ber-

baclk. The result
has been far-flung
legal  proceedings
that heve opened &
windew on the con-
i voluted’ maneuver-
ing. :
. The story goss
back to the early —————

19905, when Mr. Reiman, In kis 1eic-30s,
was an executive gt Leningrad City Tele-
phone Network. He was in position o
help remake the clty’s antiqusted tele-

| phone services for the medern age. He

met Jeffvey .Galmond, & Danish lawyer
¢lient. Soon the two were close frlends—

other's’ ¢hildren and dolng business to-
pether.

As teiecommunications blossomed in

gether & network of companies for his
state employer, offering o wide range of
services from. billing to paglng, Mr, Gal-

ductions {0 potential foreign partners,

o & Mr Reiman’s employer was saddled -
7ith old techinology and Jow regtlated |

rates but held one trump card: Anyone
‘séeking to provide modern phone ser-

viees fo the growing ranis of private busi- |

nesses had to connect fo its equipment, .
Tn-return for its cooperation, the state
company got stakes in many telecon: ven-
tures blessoming in the city, which re-
verted to its old name of St Petershurg.
M. Refman “was the most active per-
son in setling up the ventures. He was a
workaholic,” My, Gubmond says.

_Mr, Rejman “seemed am expert in
‘pzlmg the wheels” and Bad 10 compune-
tion about doing it," suid Anthony Geor-
gioy, 2 British businessman who owned o
share it ohe of the ventures and claims
he was cheated out of . Mr. Georgiows
statement was part of a sworn affidavit
'fi]ed In court in British Virgin Islands.

: i |

the post-Soviet ere, My, Reiman put to- -

mond ytehed in eith jegal help and intre-

then about 40, who was intown te help s ..

vecatloning together, babysitting :cach S

/

fin Naflonal Holdng. An

¢ other state company had shrunk to 46%.

w_ﬁ(}gﬂi&l Holding, ... s
= har fod happened was that Telecom- -

vest,” he says,

1988: Reiman becomes depulyf chief of
{eningrad Gily Telaphone Network.
1994: Putin becomas hoed of forclgn affairs

conirittee ¢f city of Leningrad, by then kaown as |
St Patorsburg. L

. 4894: Retman forms Teleconinvest with
bushibsses pan-ow_ned by his employar,
1908-99: Telecominvest employs Putin's wife. -
Avghist 1698: Relman becomes chairman of

Russian state telecom sonunlttee; Putin i nomod
Russla's prime minister, |

* Hovamber: Relman Is named fussia’s telecom
. minister. !

2080: Putin is clected Russian presidont.

2004: Putin vzapnolnts Ketman as talecom
minister.

case, the employee who wirote the inter-

" nal report told Investigators that in 2001

_ knowiedge it.

he tried o gtve It to Commersbank Chief
Fxecutive. Klaus-Peter Miller at bank
hepdguarters in Frankfurt, but Mr -
Méller turned his back and wouldn't ac-
Commerzhaik deriles thal happened.
It-confirms tho: an officlal In Moscow |
raised concerns, Bub “Mr. Miler ssn't |
sometioly who tuins his bagk on prob-

- lems,” sald & spokesman for the bank,

S

Bult just over a year later, the Interest
held by Mr. Reimen’s eraployer and an-

Now, 51% was in the hands of an obscure
Luxembourg company calied Flrst Na-

invest ssued new shares. Though the

state-controlled cortpanies, represented : -
by Mr, Reiman, had o right to invest In |
these shaves and maintain thelr domi- '
nant stalce, they dido’t. Instead, First Na-

tional Holding put 1p & modest $1.8 mil-
Hon for the new shares and wound t
with fhe majority stake, Later its stike
rose to 85% through the same process.
Who was this Fizst National Holding?

The question intrigued Russte's then-tele- -

¢om minister, who says he learned about

the new ownership In $he local press ond -
calied state teiecom executives for an ex-
planation. They told him Fivst National .

Holding was just & vehicle for the gctual

owner—Commerzbank—says the former §

minister, Viadimir Buigak. So “we &ldn't
make a scandal. We thought the Pefers-
burgers found a good partner who weuldin-

:
)

Telecominvest also porirayed Com-
merzhanl as the owner. It said in regula-

“Anilthe (ortmm Pank

el said the sime. Commerzbanlk—in a
2000 Buropean Union regutatory filing, in
annual reports and in létters to business
partners—satd it owned Flrst National,

- Now it admits that wasn't the case, .. -

/

tory filings that the bank owned Tirst ;

* letter that the bank’s bushess with M.

which wouldn't make Mr, Millier avafl-
able for an interview.. This spring Ger-
man prosecuors, not finding any docw-
mentary evidence to-.mplicate M
Mitlier, said-they had removed him from
& Hat of suspects in the moneyaunder-
ing investigation. The bank acknowl-
edges severnl of its execufives Wd read

. the-report, and according to & person

famillar with the continuing investiga-
. tion, some Yemain on the Hst of suspects.
The bank's Frankfurt-based head of
Bast European operations, Andreas De
Meiziere, told the compliining. Moscow™

. gmployees to stay out of Frankiart’s busi-

ness, aceording to people with kntwiedge
of the matter, Through ajawyer, M. De

Maldiere declinad to comment. - " . ..

f T Chmmerzbank reassigned one of the
Moscow employess 10-an office bullding
in Frankfurt that was otherwise empiy.
" Anothier quit’and wrote in 4 resignation

Relman xrade him “sick to my-stomach,”

retribution but just temporary jobs until

 suliable xew yogts coutd be found. . .

i Bl

" ¥r 4007 Cotimerzbank énded fts trast
arrangement with the telecom  busi-
nesses. As a new repository for them,
Mr., Gaimond, the Danish lewyer, set up
several Bermuda entities, including one
eajledl IPOC International Growth Fund
Litd., which he registered ng a mutual
fund. Several bank exgcufives who had
worked on the telecom businesses gult
and moved to b firm Mr, Galmond set up
in Branklurt fo manage 1200, o
"By this fime, Mr. Relman had risen to
the post of telecom minister in President
Patin's government, with broad author-
ity over one of the fastest-growing parts
of Russia's economy. He alse retained
his ¢iose ties to M. Putin, whose wife gol
a job at Telecominvest after Mr. Putin
moved fo Moscow but before Mr. Putin
madg his ascent to the pinnacie of power.

N

D ¥ GRE S0Teone who haS soen the Tetten, |
Commerzhank says assignments weren’'t
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IPGC’s fortunés also took off, Several
campantes it owned henefited from regu-
latory decisions by Mr. Retman's minis-
try or from rich contracts with the state-
controfied companies his ministry over-
saw, aecording to a ruling of the Swiss
commpercial tribunal, which sifs in Z-
igh, {The {ribunal got involved because of
C's fight with Mr. Fridman and Alfa;
one of IPOC's option glgreetmtlmté cal%egi :
for arbitration of any dispute in Zurich.
r‘ Consiﬂer'fﬁ?ﬁég of Talston R E
small Rilssian company, Control of Tele-
com XX¥I was aceuired in late 1999 by
businesses Mr. Galtmend says he owned. |
: é The price was about §3 million. Just over
i a year later, the businesses sold Telecom
EXI for $30 milllon—money that they
promptly lvested in IPOC, | i
Why this teap in value? In the short
fitne the businesses comtrolied Telecom
X1, it won--from a branch of Mr. Re-
imar's minlstry—a much-sought-after 1i-
cense fo offer ceilular serviee {n and
arcund 3t. Pefera}g.u%gw. e 7
—RPURUiTe, Russia'S biggest mobile- |
phone company, 0A0 Mobile TeleSys- !
tems, or MTS, wanted to expand into that |
city, but # license applications were re- ;
peatedly rejected hy the branch of Mr. !
Refibar's ministry. Ultimately, to get a |
license, MYS agreed to the pricey pur-

3

H
chage of. Telecom XXL. - 4
. The Zurleh tribunal, sithough it admit..;
ted 1t dida't have dreet evidence, con- §
‘cluded that Mr. Reiman had blocked 3
MTS's applications in order to force MTS §
to by & company he owned, Thus, the !
panel concluded, much of the huge profit 3
on the transaction was the fruit of “abuse ¢
of officizl powers" by Mr. Refman, !
A spokesman for Mr. Relman rejected |
this idea, He said Russian yrosecutors |-
and government auditors who looked info .

THE

o

Faro Resources LLC is an example bf
companies in. the second group. 1t has
paid at least $24 mblion to IPOC subsid-
iarles for real-estate and consulting sep-
viees since 2000, IPOC records say,

Yet the payments, mayy from g St Pe-
tersburg bank, began even before BuroRe- |
sources was Incorporated-~and even be-
foreqny consulting contracts weresigned —
IPOC documents show, IPOC provided no |
proofits subsidiaries did worlforure Re-
sourees in yefurn for the $24 million.

IPOC glves Euro Resources’ address
as Lexington, Ky, Phone directories In
Lexington ist no such company. In Ken-
tucky state registration fillngs, Buro Re-
sowrces says that its head office s at an
address in Salemr, Ore, But therd doesp’t
seem to be any listing for.the company i
Salem, elther, .

. Other Rentutky filings say Furo Re-
sources' managers are st farther -
avrey: one in 4 smoall town in the Central -
American country of Belize and one in -
the Pacific istand of Niue, popiBiation 860, ,

Wiredransfer records show Buro Re- o
sources' paymmeits passtng through vagl- -
ous condulls, from Cypras to Nevads, be- >
fore reaching IPOC, Along the way, they ~
passed through. the New York offices of :
Barclays PLC and J.P. Morgan Chase. &
Co. The bauks say they complisd with all
money-laundering laws. - - . .

IPOC records list at least 14 sugh ap.
parext shell companies that have U.8, °
addresses and pay money to IPOC. Most
have hank accounts in Latvla—g, former -
Sovlet republic where, the 1.8, Treasury
stoted lest year'in the Fediéral Register, -
rawpant.official corruption impedes en-
forcerient of money-laundering taws,

the granting-of the license found no viola- :
tlons, and 1noreover the purchase price -
for Telecom XXT was bn line-with similar
fransactions, A spokesman for MTS said
1t hedn't overpaid.. .~ . .

Some other TPOC money fiows are
harder to fathom. In an-effort to defeat’
the allegation it was & money-launder-
Ing vebicle for My, Refman, IPOC pro-

vided : fingneial
records to severat
courts, But the

records raised sti
more questions.
IPOC . says It
doesn’t pget  fhe
money ihat it in-
vests from share-
" holders, like an ordi-
nary muiual fund,
but from 4 group of
subsidiary compa-
nies it owns. It says
these earn income
hylending to, orcon-
sulting for, a second set of companies,

Jeffrey

T GETRY [OSStUtors nd. regiators
" £ wearthed some of these docurnents (Ser-

: ‘syanﬂ]g‘s Sinanclal reaulafor, - |

. e.coNCEns raised by Corn- 1
therzbank’s Moscow employees in 2001, |

. gion. An annual report shows he teft with
© 4 €2.14 million severance payment, qua-

/- Repulators in Bermude are investiga-

miierzbank eXeCuves CONSTIGE
M. Reiman te be the bank’s client.fsaid
& person Iamiliar v Eik g 0f the

—j'.

¥
4
H

ing IPOC, looling at whether it commit-
led repuratory infractions that could re-
8uit In the seizure of ifs assets,

;
i
i

RS it

busiriess empire from assets that once be-
longed to the Russian state, and expanded
1t by abusing his office &s minister. IPCC
says it has appeaied the ruding o the Swiss

~APEEIEHS SeVeral Companies A€ Share-
holders; aft of which Mr. Gabmond says
beiong fo him. He says he's also fhe
owmer of othey companies that hold the
rest of the Russian telecom empire,”
But various documents emerghig in

the investigation and court proceedings’

point to My, Reiman as the owner.

" For Instante; & 2002 TetaF o & Lieent 1
enstein-benk said the telecom emapire he.- [

longed to Mr. Relman. The letter bears

Mr, Galmond's signature, accor@ing 16 |

an affidavit filed In a Brifish Virgin Ts-
lands court. Mr. Galmond sajd the state-

ment that the businesses belonged fo M., |,

Reiman was made by Wis staff in error.

iman was the beneficiary of a trust that
controlled #rst National Holding, the
mein holder of the telecom husinesses af-
ter 1896, And he had authority to order fhis
frust to make payouts toits beneficlary -
hirnself, Mr: Galmond says nothing hias
bheen dishursed from: the trust, The goey-
ment was descxlbed In an affidavit flied in
Britain's Privy Council appellate court;

matter. The bank did due ditigence on
him as “the economic beneficldry” of the
assets, said an affidavit filed n the Privy
Counell, quoting & Galmond adviser, Mr,
Reiman’s explanation js that the bank's
lawyers looked into whether §t vwould be
legal for him: 1o get & stake In some of the
comganies ln the late 19908 as part of &
deal M. Galmond proposed but that such
4 transaction niever happened,

T&W Br-

fin, knew of

but Bafin investigated no further than
Commerzhank’s compliance with bank-

ing veglations. Bafin closed its inguiry.
in 2005, withoud imposiviy Siy sa.nc'gogﬁ,

msecumrs 6 the "German 7
state of Hesse had talen an inferest &A™
& sev- |

rdided OIfIE O]
eral top Commerzbank executives. Soon
after, Mr. De Maizlere reslgned from the
banlc's executive board, aceepting respon-
sibiltty for its faflures in the Russtan re-

druple his annual salary, which the bank
says stemmed from his contract. Prosecy-
tors In Hesse say he remains a suspect in
their money-laundering investization, .
he Goftmonts uncarthed by German
investigators and by litigation in the vari-
ous courts played a role kn the May ruling
Iy the Zurich commercia? tribunal. After
itheard more than two weeks of testimony
from four dozen witnesses, and had re-

AHGIHEY doviiment shows that Wt et

viewed reams of banl records and other
documents, 1t declaved Telecom Minister
“Reimen to b the owner of the Russtan tele-
Lom businesses.” The iribunal concluded

[ Supreme Court,

man's Alfa Group that set off all this
probing of IPOC, the Bermuda fund has
seored n oround within Russia, There,
» prosecutors recently. ordered the arrest
o of the man who 0l the stake in the
¢ Megafori celiphone company fo ¥ROO's
nemesis, Alfa. My Reimaon §s preparing
Iihe! lnwsults against several witnesses
}vho testiflied aga.tnsit him, & spokesmen
or the telecom midister soys, I
¥ GEmAT: prosectiors say thelr money-
laundering Investigation is complicated
by the need to. establish that a crime

Russia. They would need to show that the
money that coursed  through. - Comi-
Belntwith, -

' fle interest beyond. 81997 investigation
by progecitors i 8t: Petershurg, which
found no stynlficant violations inthe 1094

, formation: of, Telecominvest. No Senior.

. Russian-offi¢idl other than Mr, Reiman: |
has publicly.commented on the allega-
tions- dgatnst litm, Russtan prosecutors, -
when askei by legislators o respond to-

in suspieious .financi__al“ operdtions,:

Tt thie Spat with Tho oligarch Mr, Brid- |

occurred 4t the beginning of the chain inh: |

meyzbank was dirty @heelewith, LM
“’Wfﬁﬁmﬂ%%%i%‘gés:have shown lit~

the Zurich: tribimal's ruling, said they i
- saw no evidende that IPOC hat-engajed |

T 'H‘ -

s, .

it st

.7 e Tad misused his position to build the
5 . N il T i =7
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Popular Videos The word that Metromedia International r age Entertainment
. . Group is prepared to file for Chapter 11 as
Revving Up Diesel part of an asset sale to a group of offshore bovenet
Interview With MLB SVP buyers for $480 million has raised more ,
Jacqueline Parkes qguestions than it resolved. The deal [~ [Telefonica
follows years of acrimony and lawsuits News Corp.

\évga;st?ﬁggg?Chirwas among its 20% owner, John Kluge, and
o ‘ minority investors, many of them hedge
Wall Street's Laughing funds, over the company's failure to hold

Stock annual shareholders’ meetings or file
Infroducing Phone income statements with the U.S. Securities
and Exchange Commission.

Rupert Murdoch

opics
- Telecom

Blogging y
' _ r~ Russia
_ The issue of what's happened to
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DISK 3.55  -o007| people Y has become an extracrdinary Dubai
MTRM 154 00| 5202 that hopscotches across a host of I~
' ~ | companies and nations--many of them in  Enter E-Mail Address:
NWS 21.85 +0.26| Eastern Europe, where the company and !“‘““‘“““‘“‘"
TEF 5285 4023 its successors sought to insert themselves ‘

into the telecom networks of the former
r—“““‘_ . gétquotes || Soviet Union. It appears to involve some of
—————| the most powerful officials in Russia,
including close aides and advisers {o
Most Popular Stories Russian President Vladimir Putin--and
court-supported allegations of money-
laundering networks involving one of the
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2006 president's closest friends and confidants.
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Surprise Metromedia was once a fabled name--at
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The End Of Easy Money? independent TV stations, music publishing. Home Page y
Bush Signs Safe Port Act | paging businesses and billboards. During ,
his 40-year tenure, founder and fongtime Bookmark This Page
chairman Kluge managed to break into the ,
TV network business and the cellular business by buying early and on Free Trial lssue
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In the late 1980s, he started selling off his collection of properties to
buyers like Rupert Murdoch, who used the TV stations to start Fox. By
1995, Kluge had liguidated the bulk of his U.S. media investments and

_had a net worth of $9 billion, mostly from selling his licenses to the
country's biggest telephone companies. What's left is a mishmash of
separate companies, some private and some publicly traded, including a
once-bankrupt fiber-optics outfit (Abovenet {otcbb: ABVT - news -
people )}, a peanut processor (Morven Partners), a distributor of DVDs
(image Entertainment (nasdaq: DISK - news - peopie )} and restaurants
(Steak & Ale, Bennigan's, Ponderosa and Sizzler).

Metromedia is an entirely separate company, based in Charloite, N.C.
Kluge started buildinq it in 1990 with a brash forav into East Eurooean

licensing, it eventually had mvestments in 12 cities in the former Soviet
Union, plus Orion Pictures' film library and a garden supply firm. Today,
its principal holding is Magticom, a mobile-phone company with
operations in the former Soviet republic of Georgia.

Metromedia hasn't filed a quarterly earnings report or an annual repo
paid dividends or held a shareholders' meeting for two vears, In 2003,
the last year it reported full-year numbers, it had sales of just $70 million
and a net loss of $10 million. It is listed on the pink sheets at a recent
$1.50 a share (it was delisted from the American Stock Exchange in
2003), and its total market cap is $140 miltion.

Far four years it's been shedding its cable and teleghone asseis
throughout Eastern Europe, Russia and Kazakhstan. In 2003, it dumped
the lawn mower maker, Snapper, to privately held Simplicity
Manufacturing, based in Wisconsin, for $22 million in cash. )

But the strangest transaction has involved the sale of Peterstar, a_ @
Russian fixed-line telecom outfit based in St. Petershurg, In January

2005, Metromedia announced it had granted exclusive rights to a group
of Russian companies to buy all of Metromedia's assets for $300 million
in cash. An SEC filing also noted that top Metromedia management,

including Chief Executive Mark Hauf, would receive millions of dollars in
“transagtion bonuses” for completing the deal before a _certain date.

Investors weren't pleased. Hedge fund Mellon HBY Alternative
Strategies, which owns 7.7% of Metromedia shares, started firing off
letters to the company, demanding a shareholders' meeting and
complaining that, among other things, the price undervalued the
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<

Trading Centey
....... MJBYEJght to you by the spensers below

iz Eenny Stock Picks
Frae fﬁ%)Dlt wzenng mt ook gloks £ tics ooy tatodvdd
¢ bt ak Penpy slocks, newissoes,

Firrd. Consultieg Jobs
Accest P p-Cushiaad Fropeste tom Too Busitassos

i
[ Levaa b anets com

himri ISt Cast Rica Rel Lty

V% Trom Hote B g More and Winking Less
A g 0% and tieod of hong ceerviiied aud bnzerood?
1yt ware e fanncial fresdom 1o 2a de hingzs v s
aril spead mane bee oillvthe pe

Tt v i e i e s s e e n

s G Oled Tradingy 3. Howg High \Wa3ILR GoT
[

s 0N andalicn fosue and “En hower! semt i
umulv-ni rae s, and &l indugeial coran oy i hedh
chorics mod soh rdusdnes

SSTRS [iL b b LE) LA ETE

company (it estimated total worth closer to $500 million) and that the
bonuses were outrageous,

Find Real Estate more >

The plea fell on deaf ears. A month later, Hauf announced that the same
group of Bussian companies had offered $215 milion, but.only.for
Peterstar, which at the time represented just a portion of Metromedia's
sales. The sale, Hauf explained, was 1o be gontingent on a majority
shareholder vote.

But that never happened. Six months later, Metromedia apparently
¢changed its mind, announcing that a vote of common shareholders wa
not required and that Peterstar had been sold to the Russian group for Hzg

Sr”

$215 million. The executives still pocketed the fees they would have
received if The deal had been priced.at $300 million

Esopus Capital, a New York hedge fund with 1% of common shares,
filed suit in August demanding a shareholders’ meeting. "My clients feel
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they've been shut out of the company," said lawyer Martin Sklar.

Metromedia agreed to a meeting to be held in December; Esopus also
assented, apparently unaware that a sale was afoot,

http://www.forbes.com/2006/10/09/metromedia-kluge-putin-bankruptcy-biz-cz_hb_I010metromedia.htm]...
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But who bought Peterstar? Three shadewy companies with strange

Chief among them: First National Holdings (other-otc: FXNG - news -
people ), whose parent company, Ipoc, has been embroiled in a brutal
legal battle with oligarch-controlled Alfa Group over a disputed stake in
Russia's third fargest mobile carrier, Megafon.

Ipoc, a company based in Bermuda, claims it paid for--and owns--an
option to buy a company that holds 25% of Megafon. Alfa, which has
other Russian telecom holdings, claims ipoc's option agreement expired
because it was never exercised.

The two companies have argued their case before courts across Europe.
has accused Alfa investigators of following withesses and even allegedly
threatening a judge. In a ZUrich tribunal earlier this year, it was alleged
by the defendants that First National and Ipoc were set up by Leonid  #
Reiman, Russia's powerful telecom minister and a friend of Vladimir /.,
Putin’s, as general cover for a money-laundering network.
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In May, the ZUrich arbitration panel, which has no legal authority to
enforce its finding, determined that the individual referred to as
"proposed Witness No. 7," described as "a high-ranking officer of the
Russian Federation with the function of coordination and regulation of
activity in the sphere of communication of Russia," and widely assumed
to be Reiman, did in fact fund and benefit from First National and Ipoc.

Rubbish, says Reiman. In an exclusive interview with Forbes, the
minister denied being a shareholder or beneficiary of Ipoc or First
National, and said he owns only a few shares of a Russian telecom
called Northwest, held in a blind trust, dating back to the early 1990s,
when the Russian telecom sector was being resfructured,

"All these allegations, they don't have anything behind them," the
minister calmly stated in fluent English during a conversation in a
Washington, D.C., hotel. "I'm not an investor in FNH, or Ipoc." Rupert
Murdoch's News Corp. (nyse: NWS - news - people ), which also is a
shareholder in Metromedia International, says it knows nothing about
First National or accusations surrounding the company or against
Reiman.

Other odd siuff: Three years ago, Metromedia unloaded another Bussian
holding, a satellite company calied Technocom, on a mysterious offshore,
buyer. The buyer was a Cypriot company calied Gresco. Forbes has
seen documents that indicate Grosco is alse an Ipoc holding.
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Another consortium member is Emergent Telecom Holdings, which is
described in SEC documents as a "communications merchant bank." It's
controlled by Juan Villalonga, the former head of Spanish phone giant
Telefonica (nyse: TEF - news - people }, and a mysterious figure named
Mohamed Amersi. Amersi is a lawyer who co-founded a private equity
fund in New York that is now closed; today he has various Russian
telecom investments. He is on the board of Megafon. Neither Amersi nor
Vilalonga could be reached for comment.

This summer a court in Bermuda recognized the findings of the Zirich
judges.

The early-October announcement of an upcoming Chapter 11 filing for
Metromedia International has done little to calm shareholders, The
proposed purchasers of Metromedia International include Emergent;
Salford Georgia, of which strongman Badri Patarkatsishvili, wanted in

http://www forbes.com/2006/10/09/metromedia-kluge-putin-bankruptcy-biz-cz_hb_1010metromedia.html...
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Russia, is a major client, and Istithmar, described in the company's press é} /’Q
release as a "leading alternative investment house in Dubai, United Arab WALL BOOK REVIE v\f
STHEE}' Weiss Vs. Wall-Strest™

Emirates.”
David Wheilan

Patarkatsishvili is a longtime Georgian oligarch and an eatrly partner of @ﬁ?ﬁ.ﬁl{: A Q&A with Wall Street muckraker Gary
Boris Berezovsky, the exiled Russian media tycoon. The Georgian L
became a Murdoch partner in the spring when the News Corp. chairman

bought a stake in his Imedi cable and media company.

Istithmar, which has been on a buying spree for New York City real Search Books
estate, is one of a network of holding companies uliimately contrelled by |Title

the ruler of Dubai and some of the same individuals who sought to buy

American ports earlier this year. {
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The Metromedia buyout calls for preferred stockholders to receive $71
per share, with holders of the commeon stock pieking up the crumbs at
$1.60 a share--the approximate closing price of the shares on Oct. 3.
Preferred shareholders would receive a 15% premium over the price of
their shares. In addition, Metromedia international's management will
receive 5%, or $24 million, in "bonuses" on completion of the sale.

common stock, wrote a seething letler to protest the proposed sale and i ¢ .,
Chapter 11 filing and te call for an auction of the assets. "Given the total B8

lack of financial transparency and complete loss of credibility due to POBDED SIS ‘
multiple disappointments regarding the release of current financial MAREET oouREER | - A X C 7T
statements, the common equity trading price couid not possibly reflect & marvelous gt for both - “\f?@mb@i“%hsp
the full value of the Magticom asset,” wrote Dale Chappell, a Black sow and ax "

Horse partner, in the letter, referring to one of the Georgian investments.
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Martin Sklar, the lawyer for Esopus Partners, which had sued
Metromedia only weeks before and settled, agreeing to a shareholders'
meeting in December, said Esepus would be "taking action” within days.

As for John Kluge, the 92-year-old Metromedia founder, his role now is  |Wine Club
unclear, The bitions he made came early on--before Russia, before
Dubal, before the whole string of recent bankruptcies and buyouts.
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Metromedia International
Group, Inc. Discloses
Receipt of Letter from SEC
Regarding Potential
Deregistration of
Securities.

. Publication: Business Wire
Date: Thursday, Aprit 26 2007
Subject: Regulatory compliance, Securities indusiry

CHARLOTTE, N.C. - Metromedia International Group, Inc.
{the "Company") {currently traded as: (PINK SHEETS;

- MTRM) - Common Stock and {PINK SHEETS: MTRMP) -
Preferred Stock), the owner of interests in communications
businesses in the country of Georgia, announced today that it
has recently re recewed
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Securities,
Exc?la_ng@__Act
of 1834, as amended (the "Exchange Act”). The SEG Letter
stalod that the Company may be subject, without further
notice, to an administrative proceeding nursuant to Section
12()) of the Exchange Actto revoke its registration under the
Exchange Actif all reguired repods were not filed within,
fifteen days of the date of the SEC Letter. The SEC Letter
also siated thatthe Company's stock may be subject to a

Ags by Google

hitp://www allbusiness.com/services/business-services/d4325914-1 himl

All of AllBusiness.coi

Sign 1n |

| Free Newsleiters

Presentad by VISA

AllBusiness Videos » Ig]

Tools & Services

{ Forms & Agreemsemts | Industry
(%
T3/2007



Metromedia International Group, Inc. Discloses Receipt of Letter from SEC Regarding P...

trading suspension by the SEC pursuant to Section 12{k) of
the Exchange Act. The Company is in the process of
preparing all required reports to comply with its reporting
requirements under Seciion 13{a) of the Exchange Act;
however, the Company dces not presently expect to get
current in such filings in the immediate fulure and can not
accurately predict when it will be able to do so. The Company
has commenced discussions with the SEC in an attempllo
avold the revocation of its registration pursuant to Section 12
(j) of the Exchange Act, although there can be no assurance
that such registration will be maintained.

About Metromedia International Group

Tharough i1s wholly cwned subsidiaries, the Company owns
interests in communications businesses in the country of
Georgia. The Company's core businesses include Magticom,
Ltd., the leading mobile telephony operater in Thilisi, Georgia,
Telecom Georgia, a well-positioned Georgian long distance
telephony operator, and Telenet, a Georgian company
providing internet access, data communications, voice
telephony and international access services.

This news release contains certain forward-looking
stalements made as of the date hereof based only on current
information and expectations that are inherently subject to
change and involve a number of risks and uncertainties,
including in particuiar those regarding the timing of
completing.and filing with the SEC its outstanding Quarterly
Repoeris on Form 10-Q for the fiscal periods ended March 31,
June 30 and September 30, 2005 and 2006 and iis
outstanding Annual Reports on Form 10-K for the fiscal years
ended December 31, 2005 and 2006. Various faclors beyond
the Company's control could cause or contribute to such risks
and uncertainties. This also includes such factors as are
described from time to time in the SEC reports filed by the
Company, including the Current Annual Report on Form 10-K
for the year ended December 31, 2004, and its most recently
filed Form 8-K reports (dated January 6, 2005, February 9,
2005, February 17, 2005, March 9, 2005, March 23, 2005,
Aprit 19, 2008, Aprit 20, 2005, June 7, 2005, Juna 17, 2005,
duly 12, 2005, July 18, 2005, July 25, 2005, July 28, 2005,
August 3, 2005, August 10, 2005, September 8, 2005,
September 19, 2005, January 31, 2006, March 8, 2006,
March 15, 2006, March 17, 2008, May 11, 2008, May 18,
2008, June 26, 2008, Juiy 14, 2006, August 8§, 2006, August
15, 2006, August 22, 2006, September 27, 2008, Qctober 2,
2006, October 10, 2008, October 24, 2008, October 25, 2006,
Cctober 30, 2006, Novernber 18, 2008, November 17, 2006,
November 20, 2006, November 30, 2008, December 5, 20086,
December 13, 2008, December 15, 2008, December 18,
2006 and March 1, 2007). The Company is not under, and
expressly disclaims any, obligation to update the information
irs this news release for any future events
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